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THE UNION IN INDUSTRY: SOME OBSERVATIONS ON THE 


THEORY OF COLLECTIVE BARGAINING 


Presidential address delivered at the Forty-seventh Annual Meeting of the American Economic 
Association, Chicago, Illinois, December 27, 1934 

I hope you will pardon me if I seem to talk shop. I disclaim talking the 
shop of that branch of the federal service with which I am at present con- 
nected. Yet I cannot avoid the appearance of talking shop; for my views are 
quite as much the result of experience and observation in industry as of 
reading and reflection in my study. 

The nation under the New Deal stresses collective action. The National 
Industrial Recovery act permits business men to come to grips collectively 
with problems which have baffled them as individuals. Section 7 (a) seeks 
to safeguard the right of employees to collective bargaining. Associations, 
codes of fair competition, price maintenance schemes, labor unions and em- 
ployee representation plans have developed in hot-house profusion. 

The New Deal and the hope of rapid recovery stirred up the trade unions 
and, more important, fired the courage of workers in many localities and in- 
dustries where unionism had never existed or had long been quiescent. There 
especially the challenge of unionism encountered renewed resistance from 


employers, their lawyers and economic counsel. A race developed between ` 


so-called legitimate unions and so-called company unions, with statistical 
results not accurately known. The fact is, however, that in the United States 
there are now more employee representation plans, with a larger attached 
membership than ever before and more unions with a larger membership 
than ever before, except for a few years at the close of the war period when 
union membership was in excess of 5,000,000. And the race has not come 
to an end; most certainly not the clash between rival forms of organization 
for collective bargaining, accompanied by hectic argument over “majority 
rule,” “proportional representation,” “minority rights,” “individual rights,” 
and all the rest of it. Collective bargaining is under discussion more than at 
any othef time in our history, and this discussion promises to remain rife for 
some years to come. I shall make brief observations on some phases of this 
subject. Lack of time forbids discussion of forms of labor organization and 
of governmental policy. 

Before proceeding to the economic phases, permit me to remark that the 
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interests of workers in collective bargaining may not be limited to details of 
the labor contract. To unionists generally, collective bargaining means some- 
thing in addition to wages, hours, tenure, and working conditions. For it 
establishes a new “government in industry,” “industrial democracy,” “rep- 
resentative government,” “citizenship in industry,” to employ a few of the 
more frequently used terms. If citizens have a voice and a vote in political 
affairs, why should they not have voice and vote in industry? The demand 
for recognition and collective bargaining is regarded, and now safeguarded, 
as a democratic right. This statement is made because unionism should not 
be disposed of entirely on economic Bune to which from this point on I 
shall confine my remarks. 

Three stages, or shifts of emphasis, are discorsibles in the evolution of the 
union theory of collective bargaining. 

Its first or simplest form emphasized the need of equality of bargaining 
power between employer and employee. Labor spokesmen stressed the view 
that the wage-earner under modern industrial conditions is a weak and in- 
competent bargainer, possessed of little more than an ineffective veto power 
in the refusal to accept employment on the terms offered and in the right to 
quit the job when dissatisfied. The individual worker, as compared to the 
employer, they say, is ignorant of the market situation and of employment 
opportunities; he has little or no reserve power in funds in hand; he fears to 
push a claim vigorously for fear of discrimination or loss of job; he is likely 
to reason that it is better to accept or retain employment on adverse terms 
than to lose working time altogether; he finds himself pitted against other 
seekers of work, and the cheaper man is the successful bidder; if he has em- 
ployment, the terms of his contract, like the railway time-table, are “subject 
to change without notice.” 

Naturally enough, the average unionist’s case for collective bargaining has 
run largely in terms of the concrete instance, the personal factor, “big busi- 
ness” versus the economically small workman, and the short run. But, 
thanks largely to intellectual friends such as Mr. and Mrs. Webb, and to ex- 
perience in a complicated world, the union spokesmen have had more and 
more regard for the longer run and market considerations. Thus their second 
stage has brought them to a realization of the need for control due to indus- 
trial and market organization and the pressure of market competition. They 
realize that the average employer, however appreciative of the value of good 
working conditions and the needs of his workers, is under the necessity of 
reducing costs because of the money-saving, chiseling practices of his less 
socially-minded competitors. Competition frequently prevents efhployers 
from doing what they would like to do in labor matters. Hence, nowadays, 
we hear relatively less of balancing bargaining power between the employer 
and his employees, and more of the need for standardization and control, of 
placing all firms in a market on pretty much the same plane of labor costs, 
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and of having competitive success depend largely upon managerial ability, 
sound organization and the like. 

The characteristic union emphasis on the weakness of the individual 
bargainer and the necessity for concerted action as a defense against market 
forces has generally been at the neglect of the other side of the picture 
placed before the public. Under collective bargaining the workers’ represen- 
tative may not only be free from any fear of injury at the hands of manage- 
ment, but he may be, and very frequently is, the better informed and more 
skillful bargainer in so far as labor matters are concerned. The union, by 
providing strike benefits, gives reserve power and ability to strike; and 
more important, by preaching solidarity and building up and sustaining 
morale, it may develop the will as well as the power “to see things through.” 
The supply of labor may be controlled, and competition for work restricted 
and employment rationed in a variety of ways—among them, the closed 
shop, closed union books, high initiation fees, restrictive rules relating to 
apprentices and helpers. Unions, like employers and politicians, dislike 
too much competition. Finally, under collective agreements, changes to 
the disadvantage of the workers cannot readily be made without due notice 
and consent; terms of employment and perhaps tenure of job cease to be 
“at will.” 

As seen by the trade unionist, who acts upon a bargaining theory of 
wages and who, like the business man, generalizes from concrete experience 
in industry, there is, therefore, a tremendous difference between the results 
of unrestrained individual bargaining and the results to be obtained 
through concerted action. As John Mitchell said, ‘Trade unionism thus rec- 
ognizes that the destruction of the workman is the individual bargain, and 
the salvation of the working man is the joint, united, collective bargain.’””* 

Thus it is claimed that collective bargaining is necessary to equalize bar- 
gaining power between workers and employer, to standardize terms of em- 
ployment as a basis for fair competition, to reduce pressure in the trade 
or industry, and to stabilize the employment relationship. 

To this statement of the case, now decades old, the American unions 
have added a third argument—that wages must be increased in proportion 
to increases in industrial efficiency in order to balance consumption and 
production and to maintain the necessary market outlet for industrial prod- 
ucts.? Officially adopted as a labor doctrine by the American Federation of 
Labor in 1925, it has been accepted by many business men, not a few econ- 
omists and obviously by many persons holding public office. The same is 
true of & related but inharmonious doctrine to the effect that in depression 
Maintaining or increasing wages is necessary to maintain or to effect’an in- 

1 Organized Labor, p. 4. 

a American unions are not exceptional i in their adherence to this doctrine. For years the 


German unions, at any rate the “free unions,” have taken much the same position. It is also 
espoused by the organized labor movements ‘of other countries. 
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crease in purchasing power, which is the appropriate road to recovery. The 
rôle these doctrines have of late been playing in public affairs is well known. 

Now what have economists to say concerning the theory of collective 
bargaining as thus set forth? And what shall one say of what economists 
say? 

It need hardly be remarked that present-day economists find a less unim- 
portant place for unionism and its theory of collective bargaining than did 
those of earlier generations. Indeed, some of them find an important rôle 
for collective dealing in employment relationships. Yet, most economists, 
in the language of Professor Smart, when reviewing the Webbs’ Industrial 
Democracy, would ask whether the case does not prove too much.’ They 
have been at pains to show the theory’s neglect of important factors, such 
as the competitive demand for labor, and the limited control that can be 
exercised; and they criticize the exaction of unjustified differential advan- 
tages and a warped national economy. A few present-day economists are 
indeed not far removed from Cairnes of 1870; they see’ practically no op- 
portunity for collective control if very harmful results are not to follow. 
Economists, as has been said of professors, are men “who think otherwise.” 

In this brief discussion only a few of the more important questions raised 
by economists can receive consideration. Differences among economic 
theorists cannot be definitely followed up. 

Is collective bargaining needed to defend the workers’ interests? The 
theory of wages held by most economists runs largely in terms of marginal 
productivity. According to this theory, each employer has reason to hire 
labor and to purchase other factors needed in his business up to that point 
where the value of the contribution of each unit of labor or other factor 
is substantially the same as its cost. In an ideal state and in the absence of 
friction, there is active competition for labor until this results, not only in 
the given plant but in all plants in all industries. Hence, whatever may be 
the forces affecting the supplies of labor and the other factors in produc- 
tion and whatever really determines the prices of products, wages tend to 
conform to marginal productivity.* The weak are protected, and approx- 
imately fair wages as between industries are obtained—in so far as competi- 
tive demand is effective. 

Thus the economist emphasizes a factor—demand—-not sufficiently em- 
phasized by the labor spokesman or the “labor economist,” This factor must 
be emphasized if the facts regarding wages, say, during the last 50 or 100 
years are to be explained. The demand for. Jabor, enlarged by increasing 
capital invested and better utilized resources, has caused more afld more 
workers to be absorbed into industry at increased wages as the generations 

*See The Distribution of Income, chs. 20-25, especially p. 290. 


* The theory is clearly and accurately stated by J. R. Hicks, The Theory of Wages io 
' See especially chapters 1 and 2. 
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have passed. Labor has shared in the gains resulting from economic prog- 
ress. Yet the tendency for wages, because of the nature of the demand for 
labor, to approximate labor’s contribution does not necessarily mean that 
labor’s interests are adequately protected. 

This brings me to my first critical comment on the theorizing and still 
more the conclusions relating to policy emanating from many of my clans- 
men. 

Permit me to observe that it is a curious fact, explained perhaps by undue 
emphasis upon a narrow price economics, that economists generally have 
been prone to discuss collective bargaining, the need for it, and what it 
can and what it cannot accomplish, in terms of wages only. Wages are 
only one detail in the labor contract and employment situation. Though 
wages are certainly of first consideration in an age of scarcity, hours of 
work, tenure, and general working conditions are vital to the working 
man. Query: Do economic forces operate in such a way as to conserve these 
other interests as they are supposed to do for wages? 

The answer is a qualified No. The fact is, I believe, that a competitive 
demand for labor does not go far in protecting the workers against long 
hours, overtime, fines, discharge without sufficient cause, and objectionable 
working conditions. This is explained in part by the fact that employers as 
a rule are not actively interested in the long-run effects of hours and work- 
ing conditions because of a lack of accurate knowledge-of these effects and 
because the labor contract is ordinarily terminable at will. In so far as hours 
are concerned, there is fear that a reduction means reduced output or that 
one reduction will develop interest in another. That it is exceedingly difh- 
cult to return to a longer day or week when a short one has been in use is 
well known. 

The explanation is found in part also in the fact that workers accept em- 
ployment chiefly in view of rate of pay and possible earnings and of access- 
ibility of the place of employment. Long hours, much overtime, discrimina- 
tion, inconsiderate discipline, and bad working conditions may give rise to 
a large turnover of labor due to many quitting; but such a turnover has not 
generally led management to ascertain causes and to remedy them. Do we 
not find twenty firms with neat turnover figures for one that seriously uses 
them in an attempt to improve management? 

Finally, the explanation is found in part in the fact that there is usually 
keen competition in the market for the product as well as competition for 
help. In order to extend business, to hold business, to meet the needs and 
whims*of customers with reference to style and delivery, to make favorable 
prices and to maintain profits and dividends, these things are likely to be 
“taken out of labor.” And if there is monopoly, the situation may be even 
worse. 

For these reasons I agree with Hutt who states that these important mat- 
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ters mentioned “are not adequately determined by the market process— 
hours of work and conditions of work are things that intimately concern 
workmen and are best decided collectively.’’® 

Returning now to a discussion of wages and collective bargaining, it is to 
be noted that according to the economic theory briefly stated above, there is 
a tendency for wages to equal the value-product of labor at the margin. 
Economusts generally do not contend, however, that this tendency fully safe- 
guards the wage-interest of the workers. They recognize the element of fric- 
‘tion in the real situation. Some attach much more importance to friction 
than do others. In my opinion, and I think in the opinion of most able and 
experienced employers also, it is of greater importance than is generally 
recognized by our fraternity. Put in other words, the demand for labor is 
not as effective in safeguarding the workers’ interest in wages as most 
economic theorists seem to think, tf not to contend. 

In a boom period, when prices are rising and profits are good, business 
is very active and bidding for labor generally becomes keen. It may de- 
velop to the point of stealing help. At such times rates of pay advance rapid- 
ly. But in more normal times, though progress is being made and most 
workers are finding employment, wage advances are hesitantly offered, and 
there is more or less room for under-payment, even for a considerable de- 
gree of exploitation. For there are groups with limited mobility, and new 
accessions to the labor supply and displaced workers are more or less 
eagerly seeking employment on such terms as their limited individual 
bargaining ability will secure for them. It may then well be that there are 
no well-defined standards of wages in certain industries and in many local- 
ities. For long periods labor tends to be absorbed into the industry or locality 
with limited relation to wages paid elsewhere. Within one industry or 
locality there are the lower obstructive wages paid by the hard-boiled man- 
agers. Piece-rates are nibbled here and there, more work or better quality 
is required, and the worker is stretched out. All the while in most plants 
there is a bad rate structure, slowly corrected, when corrected at all. The 
fact is that wages depend to a considerable extent upon the policies of the 
employers, as so many investigators have found in concrete situations. To 
secure evidence, study, among others, the needle trades, the bituminous 
coal industry, the cleaning and dyeing industry, the laundry trade, the man- 
ufacture of candy, and the cotton textile industry. 

Furthermore, the economic theorist assumes in much or in all of his 
analysis that there is no element of monopoly or concerted control in the 
demand for labor or in fixing wages. This is by no means true. “An em- 
ployer, or a group of employers acting in concert or just individually fear- 
ing to create problems, may dominate the employment situation in a com- 
munity. So it was in the mining of anthracite coal between the middle 


W. H. Hutt, The Theory of Collective Bargaining, p. 107. 
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seventies and the turn of the century. Wages were pegged; payment for 
timbering and “dead work” was reduced or eliminated altogether; coerced 
purchases at company stores charging high prices, and powder sold at a 
profit of 200 per cent, took the larger part of the earnings of the miners. 
Even in a city like Chicago, an industry may dominate a large community 
and the firms engaged in it may control the situation within rather wide 
limits. Going beyond this, I could cite a number of instances where asso- 
ciations of manufacturers or merchants have fixed scales or, indeed, max- 
imum wages to be paid and have enforced them more successfully than any 
American state has enforced its minimum wage standards. How many such 
instances there are no one can know, but there is good reason to believe that 
they are not so highly exceptional as the uninitiated think. They have sig- 
nificance in the real world of employment. Yet, it is true that, though im- 
perfect, a competition for labor exists. And, of course, the productivity 
theory of wages also remains essentially true, however little it may really 
tell the curious who wish to have wages explained. The point is that the 
element of friction, as the theorist calls it, is of real significance in connec- 
tion with wages, where the operation of market forces is more likely to 
conserve the workers’ welfare than their interests in hours and working 
conditions. 

What I have said relates chiefly to the need for collective bargaining to 
defend the workers’ interest. Most unions, however, are often not defend- 
ing the wages they have had, but are on the offensive to get more; not infre- 
quently, emphatically more. “Heavens, what is your limit?” cried the head 
of a great industry, in a collective bargaining conference. “No limit,” re- 
plied the union chief, “the same as yours.” Unions are usually trying to get 
better differentials for their own members. Their success in getting such 
differentials is one of the larger facts in collective bargaining. 

Hence the criticisms—too severe in my opinion—by most business men 
and also most economists, of unionism, the differentials the union secures, 
and the resulting utilization of productive capacity. 

There is little criticism of the standardization of wages as such; but 
there is much criticism of unjustified differentials and of enhancement of 
wages on the ground that these will increase labor costs and total costs, 
with undesirable results, such as unemployment and repressed enterprise. 
Without question some unions secure unjustified differentials. I will not 
mention plumbers, for you have heard of them. Unionism may result in an 
uneconomic distribution and use of a nation’s productive capacity. But with- 
out coatrol through collective bargaining or through law, sweated wages 
and sweated industries are not highly exceptional. They are uneconomic. 
Think of coal in the nineties, of the needle trades, of the laundries and of 
the candy factories. It is likely that collective bargaining has more fre- 
quently brought wages in an industry up to an acceptable level than it has 
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resulted in unjustified differentials. Moreover, in many cases high wages 
for some groups have been sacrificed in order to increase the wages of the 
lowly paid groups. In any event, the fact of unjustified differentials does 
not necessarily argue against collective bargaining. It argues rather for the 
industrial union so that craft wages will not be out of line with wages of 
the unskilled, and for government action to provide needed data and 
efficient conciliation and arbitration machinery. 

I pass to the incidence of wage increases exacted. As to the effects of 
increased wages, economists, as well as business men, when confronted by 
demands for higher union wages, all too frequently assume that both labor — 
costs and total costs are increased by the amount the rate of pay is increased. 
The fact is that other things do not necessarily remain equal; we are entirely 
too much inclined to assume that they do. In a dynamic situation, there is 
no necessary and inevitable relationship between a change in wage rates, 
especially on a time basis, and labor cost, and there is no necessary and in- 
evitable relationship between a changed labor cost and total cost. For what 
would be an increased cost due to higher wages may, like some taxes, be 
transformed or offset in some way or other. | 

A wage increase may lead the employer to select and train his workers 
more carefully. More important, when the union comes in, the turnover 
of labor is generally reduced to a fraction of what it has been; the cost of 
acquiring new workers and training them, and the losses from interrupted. 
operation due to unbalanced sections are reduced. Generally the cost of 
supervision is also reduced in the union shop. Again, the union may codper- 
ate in introducing or extending piece work where all previous attempts 
have failed. In a Chicago instance, in spite of the dilution of labor made 
during a labor shortage in 1919, a clothing firm found that after piece 
work had been introduced with the active coöperation of the union, the 
output of suits and overcoats per worker in a given unit of time increased 
60 per cent. This instance is not unique in my experience. Finally, in cases 
of union-management codperation—which is by no means limited to well 
known tailway shops—exceptional gains in efficiency and economies may 
result. Not infrequently the higher wages are earned, if labor cost is the 
test. 

On the other hand, it must be admitted that the union shop may be 
accompanied by enhanced labor costs exceeding any increase in wage rates 
secured, Possibly management loses adequate control over hiring, lay-off 
and discharge; for hiring may be controlled by the union and discharge may 
be for “cause” only, thus making it difficult to weed out the less desirable. 
More frequently than they codperate in the extension of piece work, unions 
oppose it; seldom are bonus systems tolerated in the organized trades. The 
union may have bad morale, due to defeat in some objectives, or to a mili- 
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tant attitude accompanying a strong feeling of solidarity. Limitations may 
be placed directly or indirectly upon individual output. In the union shop 
helpers may be forced out, the number of apprentices limited, and restric- 
tions placed upon the subdivision of work or upon the introduction of new 
machinery and of more economical processes. 

Thus the differences between union and non-union shops and also be- 
tween one unionized shop and another are such as to make any conclusions 
as to labor costs based upon a comparison of wage rates quite insecure. Con- 
crete situations differ widely. In one extreme case as a result of union codper- 
ation in introducing piece work, reducing the turnover of labor, and main- 
taining discipline, the wage advances were more than offset and the labor 
cost of manufacturing a suit of clothes reduced approximately ten per cent, 
though the earnings of the workers more than doubled. In other known 
cases the labor cost increased more than would be indicated by the in- 
creases in wages and reductions in hours. But most frequently an increase 
in wages on a time basis and almost always an increase in wages on a piece 
basis means an increase in labor cost. Such must be the conclusion of the 
student whose investigations of concrete cases are of necessity limited to 
the short run. Perhaps the long-run effects might differ somewhat because 
of the favorable effect of higher wages on efficiency. 

Turning to the question of total cost, it may be that with labor made 
more expensive, less of it and more of capital will be employed, total costs 
not being increased as much as the labor costs would have been. In this 
case the amount of employment in the industry is reduced. Higher wages 
are then at the expense of employment. On the other hand, with low wages 
eliminated, management may be “tightened up.” If it is not, a firm may 
go to the wall and production be concentrated in the more efficient plants. 
But the mortality of firms with unionization is not so great as one might 
expect, for in the real world necessity is frequently the mother of invention. 
Most economists see only the lure of profit; necessity of remaining in and 
playing the game is important. Low wages and long hours often have been 
a tax, higher wages and shorter hours a premium, upon efficiency of organ- 
ization and management. 

Thus only the most intensive investigation would establish the relation 
between wages increased by union pressure and labor cost and total cost of 
production or of providing a service. And certainly such investigation would 
yield diverse results. Nevertheless, it is true that unionization most frequent- 
ly means some increase in labor costs and in total costs as well, and some- 
times tlte increase is a relatively large one. 

When and where this is true, the question arises, who loses what organ- 
ized labor gains in wages and working conditions? Do higher costs spell 
higher prices paid by consumers of the product, whether they be rich or 
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poor; or do higher wages come out of profits? In either event, and especially 
in the second, what is the effect on business enterprise and the volume 
of employment for union men? 

The answers must be brief and rather inadequate. The all too common 
assertion that higher wages resulting in higher costs are charged up to the 
consumer is frequently wrong, at least in part. Often they come out of profit, 
especially where only a part of the industry is organized. Where they do 
come out of profit, industry at that point is handicapped and there is a ten- 
dency for it to migrate and flourish elsewhere. Where higher prices curtail 
consumption, as of good housing, or where higher costs come out of profits, 
the volume of employment for union men is diminished. Moreover, relative- 
ly high wages may cause unneeded labor to seek to enter or to remain in the 
trade, so that the amount of time lost is increased. And where a union can- ` 
not control the industry supplying a market, a struggle ensues and organiza- 
tion is likely to be disrupted. It is important for unions, especially those not 
functioning in a monopolistic or sheltered position, to stress efficiency and 
to observe the rule of what the traffic will bear in respect of costs. 

Turning to a question which greatly concerned English economists a 
century ago, are not the gains of the organized workers inevitably at the 
expense of the unorganized? 

Analysis shows that the effect of the union higher wages upon the wages 
of others is a mixed one. For contrary forces are set in action. In so far as 
non-union men are admitted to organized plants, they commonly reap the 
full benefit of any improvement secured by union effort. Moreover, the 
workers in a non-union plant in an industry with an active unionism also 
secure gains; for if their employers pay too low wages and maintain too long 
hours, the path of the organizers is easy. 

But, on the other hand, where the closed shop is maintained the non-union 
workman is excluded, and under the preferential shop he is handicapped. 
Or if the effect of unionism is to restrict an industry because of smaller 
quantities sold at higher prices or because of curtailment of profits, again 
workmen are excluded and forced in increased numbers into other trades. 
This of course tends to depress their wages and to increase the differentials 
between union and non-union wages. . 

In these days much is said and a lot assumed about changing the distri- 
bution of income as between labor and other recipients through the exten- 
sion of unionism and collective bargaining. A difficult question is raised. 
Time permits only a recording of certain views in summary fashion. 

It is clear that by the enforcement of standards under collective bargain- 
ing a degree of exploitation can be prevented at the expense of unearned 
profit. It is clear, also, that a share can be exacted from monopoly profit, 
though, in justice to all, monopoly profit should be taxed away when not 
prevented. Pressure exercised by labor or by law can have the effect of 
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reducing salaries. ‘These are all too frequently “fancy” and therefore socially 
and economically unwarranted. Yet the total of excessive salary payments 
does not bulk large; salaries do not contain much that can be transferred to 
labor under the existing industrial system.® And there are difficulties in- 
volved in transferring directly much from the returns of property and enter- 
rise. 

i Perhaps about the usual supply of enterprise and capital might be forth- 
coming were their returns substantially reduced; for the return required 
depends largely upon what can be had. It is certainly no fixed and irreducible 
thing. But with mobility of capital, returns in a given country are not inde- 
pendent of possible returns in other countries. Morever, when labor be- 
comes dearer and capital cheaper, the latter will be substituted in a measure, 
and to that extent capital’s return will tend to increase, and likewise tech- 
nological unemployment. Finally, capital, if fearful of union control, may 
require prospect of more than the usual return as a condition of necessary 
supply. | 

In my opinion the possibility of raising wages generally and substantially 
through collective bargaining unless there is increased efficiency and less 
waste, is rather limited, however extensive and powerful unionism be- 
comes. The level of wages and the welfare of the masses turn much more 
upon progress in production and upon the taxation and spending policies 
of government than upon any such thing as the control of wages through 
collective bargaining or through law. Unions should look to results in 
production as one road to general welfare. Certainly government revenue 
systems and expenditures might be more extensively employed than they 
have been to increase the real income of the masses. 

Brief reference may be made to the doctrine that wages must be made 
high and kept high to provide the mass purchasing power required to main- 
tain a market outlet for goods produced. This doctrine lies behind much 
of American union, and now of public, policy. It is the subject of much 
current discussion. . , 

The doctrine of high wages is open to criticism because it makes too 
much of the idea of a limited market. Very frequently there is failure to 
realize that the whole value of what is produced is distributed to labor, 
management and the owners of property employed—that each dollar, 
whether obtained as wages, interest or profit, has potential buying power. 
The doctrine does, however, contain a large kernel of significant. fact. The 
rate of saving and investment, the amount of speculation and room for 
error it forecasting the market, vary with the distribution of the industrial 


* According to Leven, Moulton and Warburton (America's Capacity to Consume, pp. 31 
et seq.) shares in the national income of 1929 were as follows: wages, 34.1 billions; sal- 
aries, 18.5 billions, of which 3.3 billions went to corporation officials; returns to investors, 
including interest, dividends, rents and undistributed income in the form of additions to sur- 
plus, 14.4 billions. 
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product. Other things equal, the smaller the share going in wages, the 
' more rapid is saving and investment and the greater the risk of industrial 
miscarriage. Beyond this, opportunity for investment is limited by the 
possibilities of consumption, Investments must be supported by capacity to 
buy and consume. And, it may be added, it is difficult to see what signifi- 
cance industrial progress has unless it adds in large measure to the welfare 
of the masses of the people. Labor’s general doctrine of “progressing” wages 
cannot be dismissed. 

What should be done about wages in time of depression? Business men 
who pay wages, and economists, have been dominated by the belief that 
wage rates must be reduced in depression in order that the employer, with 
lower labor costs, may successfully compete, and that necessary profit may 
be realized, investment induced and business enterprise revived. Organized 
labor in the present depression has held that wage rates should be increased 
so that consuming power may be expanded and an adequate market pro- 
vided. It is no secret that this position has colored the New Deal. 

In so far as this concerns recovery as against reconstruction, the position 
taken by organized labor must be regarded as a mistaken one when applied 
in private industry motivated by prospect of profit. As seen by those who 
for profit pay wages, costs are too high because wages are too high; higher 
wages cause fewer to be hired; purchasing power may be smaller when 
wage rates are high than when they are low. 

Economists rather generally believe that in normal and especially in 
boom times good policy calls for progressing wage rates, which the traffic 
can and should bear, but that in depression wage maintenance or enhance- 
ment is at the expense of recovery and volume of employment. They do not 
believe in inelastic or in increased wages in depression. In their view, wage 
brakes should be applied in booms, but should be released in depression. 
High wages do not serve as a self-starter. 

With this I agree, when recovery rather than reform is the objective. My 
differences with some of the fraternity have.to do with important phases 
often regarded as minor points. Frequently, it seems to me, wage reduction 
is entirely too much emphasized as a means of recovery. It is unfortunate 
that there is limited recognition of the fact that reductions in non-labor 
costs and fixed charges are just as important for lowering total costs and ~ 
restoring profit. There is a great problem of sticky prices of many things, 
especially of building materials and of goods entering into capital equip- 
ment. This problem has increased under the New Deal. There is also 
a problem of heavy fixed charges due to unwarranted emphasis upog mort- 
gage bonds in corporation finance. The bondholder is insured as against 
everyone else. My second point is that good policy rejects wage cuts until 
waste and other elements in costs have been removed or deflated. Efficiency, 
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general welfare and maintenance of the market for the bulk of consumption 
goods, all require this. 

Whether I have successfully sustained it or not, my position is that there 
is a case for collective dealing, though it offers no panacea. The problem is 
to secure the advantages of standardization and the needed pressure toward 
efficiency and elimination of waste, and at the same time to establish such 
relations between industries as will give an economical industrial structure 
and relatively fair employment conditions. But why should this not be 
worked out through codes of fair competition or through some less direct 
form of government intervention? 

This question I cannot discuss save in one of its aspects. Frequently it is 
said that code making and enforcement render or should render organiza- 
tion of labor unnecessary. Experience has shown this to be untrue. What a 
code contains depends very much upon whether labor is effectively ortgan- 
ized and articulate. Code administration depends almost as much upon the 
same thing. Pressure group must be balanced by pressure group under demo- 
cratic government. 

A final word. Unionism means a new government in industry. Any gov- 
ernment is what that government does with its problems. Employers should 
accept the principle of collective bargaining in good faith. Labor organiza- 
tions must be alive to their responsibilities to industry and to the consuming 
public as well as to their members. While militant on occasion, they must 
be codperative in production. There should be a reasonable correspondence 
between wages in different industries if a sound economy is to be realized. 
Perhaps all this is too much to expect from pressure groups, with or with- 
out collective bargaining. Government must step in; it has and will remain. 
Government should provide the indispensable chilled steel tools—that is, 
unquestionable data on wages, hours, turnover, costs, etc.—and adequate 
machinery for conciliation, mediation and voluntary arbitration, to smooth 
the way for joint dealing to the end that the unsocial powerful may be 
held in check and that reason may be permitted to prevail. Given reason 
and good faith, out of this welter of collective bargaining there may pos- 
sibly emerge desirable social habits in industry. 

Harry A. MILLIS 

University of Chicago 


CUMULATIVE EFFECTS OF CHANGES IN AGGREGATE 
SPENDING AS ILLUSTRATED BY PUBLIC WORKS 
Paper presented at a joint Round Table Conference of the American Economic Associa- 
tion and the American Statistical Association at Chicago, Illinois, December 27, 1934. 


Cumulative effects of increases in aggregate spending are suggested by business cycles, 
and by the effects of Allied purchases in the United States in 1915-16. Indirect primary 
effects of construction outlays are probably about equal to direct primary effects, but some 
are likely to be deferred. Secondary effects are approached vta the Kahn-Keynes theory of 
successive dwindling cycles of income and spending, and via the volume of money and its 
circuit velocity. The former analysis gives ground for expecting large cumulative effects 
within the first year, after which other factors become decisive. 


Introduction 


The above title has been worded with some care to define the subject of 
this study. The principle is not confined to public spending, though public 
works constitute the instance commanding most attention at present; and 
it is public expenditures, of course, which can be positively controlled and 
so used as an instrument for the maintaining of general purchasing power. 
On the other hand, the principle is confined to expenditures which involve a 
change in the national aggregate and not a mere shift from one kind of 
spending to another—from spending for capital goods to spending for 
consumers’ goods or vice versa, or from private to public spending or the 
reverse. If the government, either by borrowing or taxation, acquires funds 
which would otherwise have been spent privately, the public spending of 
those funds is a mere shifting, not an increase in the aggregate. But if gov- 
ernment acquires funds which would not otherwise have been spent (and 
borrowing is the more likely method of doing this), then when it spends 
these funds it does increase the aggregate. Such expenditures I shall call 
“expansionary.” They may or may not involve literal monetary inflation. 

We have here to deal with the theoretical problem of the cumulative 
effect of such aggregate changes. Such cumulative effects do a certain 
amount of violence to common-sense theories under which two plus two 
always equals four. In this realm of common sense, if more is spent on one 
thing, there is less to spend on something else; and if more is to be spent 
on capital goods, more must be saved and less spent for consumption. But 
quantitative studies show us that we reach our largest consumption at the 
same time when we are also making the largest investments in tangible 
capital goods, and they strongly suggest that, by spending more for one 
thing, the economy as a whole may have more left to spend on other things 
and not less, at least in the short run. It is on this hypothesis that the govern- 
ment has been attempting to stimulate business by a tremendous program of 
public works. 

Corroboration of a general and tentative sort is found in the main facts 
of business cycles. Here (without probing for ultimate causes) there seems 
to be a primary change in aggregate spendings, usually by businesses, with 
resulting changes in incomes and in individual spendings, which react again 
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upon business spendings in cumulative fashion. The course of cycles also 
suggests that these cumulative effects do not go on without limit, but exhaust 
themselves. These facts may have served to suggest the theory of dwindling 
successive impulses with a limited aggregate sum, which is discussed below. 
This theory in itself does not account for the final reversal of the movement, 
but it might form a part of a theory accounting for this reversal. 

It is not easy to find a case in which a measurable primary change in 
spending can be isolated as a dominant active cause of the observed results; 
but possibly these conditions may be approximately fulfilled by the effect 
of Allied purchases in the United States during 1915-1916. These pur- 
chases were presumably the main primary cause of an enormous increase of 
production and national income. We were able to send abroad several 
billions of dollars’ worth of goods, to make large additions to our industrial 
plant, and in addition to have more real income left for domestic consump- 
tion than ever before. The fact that our national economy received no real 
or ultimate payment for the goods sent abroad sharpens the paradox and 
may have been an essential feature of the case, from the standpoint of the 
immediate forces at work. The goods were sold on credit, and immediate 
dollar payment was forthcoming by expansionary methods. According to 
the theory we are considering, our real domestic spending power was in- 
creased, not in spite of sending more goods abroad, but because of it. The 
goods sent abroad were diverted from the domestic market for private con- 
sumption, and in that respect the case was similar to that of public works. 

The real problem of cumulative effects must be distinguished from the 
simpler fact that, for every ten workers engaged, for example in actually 
building a dam, there are others engaged in making cement and excavating 
machinery and steel, and in hauling materials to the site of the dam and 
in numberless incidental services, These are all classed as primary activities, 
those on the site being direct, the others indirect, and all together account- 
ing for the dollars the government actually spends for its dam. When those 
who receive this money as net income spend it again for food, clothes 
or automobiles, we have a new cycle, producing values beyond those of the 
dam the government has paid for. This and all subsequent cycles are classed 
as secondary activities. It is in the secondary activities that the cumulative 
_ effects of spending are to be found. 


Indirect Primary Activities 
Indirect primary activity raises no difficult theoretical questions, but is 
mainly matter of statistical estimate. For the construction industry as a 
whole, direct primary labor appears to absorb about 40 per cent of gross 
income, this amount being fairly steady.1 The profits of the construction 


* The study of National Income, 1929-32, issued by the Bureau of Foreign and Domestic 
Commerce, shows 38.6 per cent for 1929 and 40.5 per cent for 1932. 
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industry are highly variable, but may on the average absorb about 10 per 
cent of the gross income. Of the 50 per cent which is passed on to indirect 
activities, something over seven-tenths appears to go to labor, at somewhat 
lower average wage-rates than are paid in construction itself, with the result 
that numbers employed in indirect primary activities are probably not far 
from equal to those employed directly. Of these, actual manufacture of 
construction materials absorbs only a part, and not a preponderant part. 

But for our present purpose the question is, not average ratios of total 
activitiy, but the increase caused by an increase in volume of construction. 
From this standpoint one must reckon with the fact that the industries in- 
volved in the indirect activities have considerable amounts of overhead costs 
which are relatively constant. For example, depreciation represents ultimate 
activities of replacement; but such activities may be long deferred, especially 
in a time of deep depression. Furthermore, a policy of minimizing the use 
of machinery in construction tends to increase the ratio of direct labor and 
reduce the ratio of indirect. Thus the additional indirect labor immediately 
employed as a result of increased public works should be conservatively 
reckoned as less than the volume of direct primary employment. 


Secondary Activities 


We come now to the problem of secondary activities, in which the actual 
cumulative effects are to be found. Attempts to deal systematically with this 
problem are in their infancy, especially in the United States. There are two 
approaches, one via successive cycles of income and spendings by ultimate 
recipients of income, the other via the volume of money and its velocity of 
circulation. The first has been best developed (though not yet exhaustively) 
by Mr. R. F. Kahn of Cambridge and Professor J. M. Keynes; the second 
has, so far as I am aware, not found its way into print.* Exponents of these 
two approaches hardly speak the same language, nor do their minds meet 


* See J. M. Keynes, The Means to Prosperity, London, 1933. See also R. F. Kahn, “The 
Relation of Home Investment to Unemployment,” Econ, Jour, June, 1931; “Public Works 
and Inflation,” Jour. Amer. Statistical Assoc., Mar., 1933. See also M. Mitnitzky in Social 
Research, May, 1934, Studies have been made within narrowly limiting assumptions by W. 
N. Loucks and Frank G. Dickinson. See Loucks, The Stabilization of Employment in Phila- 
delpbia, Philadelphia, 1931, pp. 161 ff., especially p. 166; and Dickinson, ‘Public Con- 
struction and Cyclical Unemployment,” Annals Suppl, Sept. 1928. Mr. Loucks is dealing 
with effects in Philadelphia of local works only; hence the diffused effects on business out- 
side Philadelphia constitute a very large leakage, and others are ignored. Dickinson deals with 
the effects of the spending of wages only, for the first secondary cycle only, on the assump- 
tion that they all go to manufacturing industries (these being the only ones with suitable 
payroll statistics). Neither of these two methods is appropriate to a comprehensive study. 

A somewhat mixed method is used by Vernon A. Mund ("Prosperity Reserves of 
Public Works,” Annals, May, 1930, Part II, pp. 15-19). He deals with wages only, as- 
sumes half are spent in retail stores, and a time-factor of 5 cycles per year, which is ap- 
parently taken as the circuit velocity of deposits. The “leakage” of 50 per cent is not 
compounded, with the result that the stimulus to business is figured at 50 per cent of 
primary wages paid, repeated 5 times in a year. 
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on the basic concepts used. Therefore the best service a study like the present 
can render is to make clear the implications of the two approaches, and 
especially the assumptions on which each depends. Each affords a first ap- 
proximation and each, when completed, must take into account the facts 
dealt with by the other; therefore in the end the conclusions from the two 
methods should not disagree. Discrepancies between the first approximations 
are due, among other things, to provisionally assuming as constant, factors 
which are actually variable. 

One feature is common to both approaches. They deal in the first instance 
with monetaty magnitudes, leaving for separate consideration the question 
how much of the resulting expansion is absorbed by rising prices and 
how much takes the form of increased physical production and increased 
real incomes. 


The Kahn-Keynes Approach 


The Kahn-Keynes approach involves, when fully carried out, some eight 
essential elements, of which the first four have been systematically de- 
veloped by these writers, the next three left largely to implication and the 
last passed over. 

(1) Expansionary expenditures. Since there is no simple and obvious 
way, short of printing new money, in which government can be sure that 
the funds it acquires would otherwise have remained wholly idle, an estimate 
becomes necessary of the percentage of the public expenditures which is 
really expansionary, considering methods of financing and the state of the 
capital markets. In a depression, public borrowing can easily secure funds 
which private industry would not otherwise use, but as revival proceeds, 
this becomes more difficult. 

(2) A resultant increase in incomes, leading to increased spending 
(secondary) by the recipients. 

(3) ‘‘Leakages,” mainly contractionary uses of part of this increased in- 
come, for example, by paying off accumulated debts. This does not mean, as 
sometimes assumed, a cumulative piling up of unspent funds for the 
economy as a whole, since it is merely a partial neutralizing of the opposite 
effect produced by the public financing itself. 

(4) A resultant dwindling series of successive increments of income and 
expenditure. If the “leakages” remain constant, this series to infinity would 
have a finite sum, most of which would be realized in from four to six 
or more cycles, according to the size of the “leakages.” If the leakages are 
m, the sum of the series (1 -H 1⁄ + 1⁄4 . . .) will be double the original 
expansionary outlay; if the leakages are 1⁄3, the series will amount to three 
times the original amount, and so on. The effect of one original expendi- 
ture will thus exhaust itself fairly soon (except as the “leakages” may re- 
turn to circulation). 
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If the original expenditures are continued for some time, there will be 
present. simultaneously one original expenditure, the first respending result- 
ing from the previous expenditure, the second respending from the one 
before that, and so on: in short, a series of the same character as that repre- 
senting the successive effects of a single original outlay and, if the factors 
remained constant, amounting to the same sum. Thus if “leakages” were 
1⁄3, there would ultimately be $2 of secondary expenditures added to every 
dollar of original expansionary outlay by the government. 

(5) The time element, representing the number of such cycles which | 
may be assumed to take place in a year. This time element has not been 
worked out, so far as I am aware. It is not simple and in particular it is not 
identical with either the transaction velocity or the circuit velocity of money. 
Wage earners may actually get their extra wages before the employer re- 
ceives his pay from the government, and presumably spend most of them 
in a week or two. Dividends are received more slowly, and possibly spent 
more slowly. The spendings may lead to further wage payments almost at 
once; indeed after the process is once started, its effects may be anticipated. 
This part of the time-factor, at least, is not an ordinary velocity concept at 
all, but rather a concept of the speed with which an increase of velocity is 
transmitted. To illustrate the difference, it may take a year for goods to 
move through a chain of production-processes; but an increase of sales 
may result in a speeding-up of the whole chain in a matter of weeks, and 
in these days of telephones it is not pay impossible for the effect 
to be transmitted in a matter of hours. 

For our problem, I have tentatively assumed an average time-factor of 
six cycles per year, or a rate of transmission slower than the transaction- 
velocity of money but considerably faster than its circuit velocity. This may 
imply an increase in the existing average circuit velocity, in case there is 
not literal inflation of the amount of money sufficient to handle the increase 
in business without an increase in velocity. 

(6) The result is a rising curve, tapering off toward a horizontal asymp- 
tote, the rate of rise being governed by the time-factor and the height of 
the limiting asymptote by the percentage of “leakages.” With “leakages” 
at 1; and the time-factor at 2 months, continuing and truly expansionary 
expenditures of a million dollars a day should result within a year in about 
23/, millions a day added to the flow of production. 

(7) Allowance for variation in the factors. Such a process cannot go on 
forever. If it succeeds in stimulating business, this will limit the possibility 
of expansionary borrowing by calling idle funds into use. If it dges not 
succeed, debt charges will pile up, soon calling for taxation to meet them 
and again limiting the possibilities of expansionary borrowing. Thus, it is 
hardly useful to carry the approximation represented by the formula beyond 
one year. 
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(8) Counteracting factors, Beside the elements acting on the factors in 
the formula, other outside elements are important, chiefly bearing on the 
effect of such a program on private business. Unlimited deficit financing 
does impair business confidence. And a public works program may bid up 
costs of construction against private enterprise, or prevent them from fall- 
ing low enough to be attractive. Moreover, if an increase of business is 
known to be due to public deficit-spending, which presumably must come 
to an end before long, business may for that reason fail to respond with 
increased expenditures on its durable productive equipment, such as it 
would make if the same increase in business came from purely private 
sources. 

A fair conclusion seems to be that public deficit-spending cannot bear 
the whole burden of lifting production from the level of a serious depression 
without going so far as to bring about these deterring effects on private 
business. For that reason, estimates of stimulative effects, based on such 
an approach as the Kahn-Keynes formula, are hardly worth carrying beyond, 
let us say, one year, even as rough approximations. In a longer pull the net 
effects will be decided by factors which cannot be brought within the 
formula. 


The Approach via Money and Its Circuit Velocity 


If circuit velocity remains constant, public spending can increase the total 
dollar volume of production and of incomes only by increasing the volume 
of money,” using that term in the broad sense which includes all means 
of direct dollar payment. The increase would be equal to the volume of 
added “money,” times its circuit velocity, This is the first assumption of 
the more rigorous monetary theories. 

Even an increase in circuit velocity tends to be construed by some as a 
circuit velocity for the added money greater than that of the rest. This 
might be hard to adapt to the limiting case where the amount of added 
. Money is zero. 

The fact is that circuit velocity fluctuates enormously from prosperity to 
depression, and that at the trough of the present depression it was prob- 
ably not more than two-thirds of normal. Thus there was ample leeway 
for expansion by mere speeding-up, if forces could be set at work tending 
in this direction. This shifts the issue to the ground of whether the forces 
described in the Kahn-Keynes analysis afford adequate causes for an increase 
in circuit velocity. Will velocity be increased by forces acting on volume of 
spendings, or must there be forces acting in some way more directly on 
velocity itself? This goes back to the question what velocity is and what 
governs its changes. 

The long-run trends of velocity appear to depend on the organization of 
production (governing the number of exchanges required to carry through 
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a given flow of production and income) and on people’s habits and prefer- 
ences as to the cash balances they carry. But monetary velocity is, after all, 
not an independent physical quantity like the velocities of sound or light: 
it is a ratio between volume of money and flow of income or production; 
and its short-run fluctuations can be affected directly by changes in that flow. 
Even the outside limits of its fluctuations are elastic in responding to extreme 
fluctuations in the volume of income and production. The World War 
btought about an extraordinary increase, the present depression an extra- 
ordinary decrease. Thus the forces analyzed, however, imperfectly, in the 
Kahn-Keynes formula, because they act on the volume of spending, seem 
to be among the forces governing changes in velocity, and thus to be among 
the data of the problem, even from the monetary approach. 


Conclusions 


To sum up, the Kahn-Keynes formula, construed with due allowance 
for vatiations in the factors, appears to be a valid method of handling a 
portion of this problem, especially applicable to results within a limited 
period. But the whole effect depends on such elements as the influence of 
the program on construction costs and on business confidence in general, 
and these eléments do not lend themselves to inclusion in the formula. In . 
the long pull, these latter elements will dominate the outcome. 
| J. M. CLARK 
Columbia University 


USE OF CREDIT IN SECURITY SPECULATION 


Paper presented at a joint Round Table Conference of the American Economic Associa- 
tion and the American Statistical Association at Chicago, Illinois, December 28, 1934. 


A close relationship has developed in this country between the stock market and the money 
market because of (1) the widespread practice of margin trading in securities and (2) the 
need, especially under a system of small unit banks, for a liquid money market where banks 
may employ reserves and temporary surplus funds. Wide fluctuations in the volume of 
street loans with changes in speculative activity have been a stabilizing influence when they 
offset opposite movements in volume of credit used by business customers of banks; but 
from 1922 to 1927 street loans increased along with other loans and investments of banks. 
The speculative movement was not checked by limitations on the supply of money in 1928 
and 1929, and brokers obtained loans from non-banking lenders. Increase in volume and 
use of credit and diversion of credit into certain uses resulting from the increase in street 
loans affected the volume of production and trade and also the equilibrium of the economic 
system. Absorption of credit by the stock market was less important than creation and di- 
version of credit resulting from market activity. More effective control of stock-market credit 
is necessary for business stability. Adequate control may be exercised over supply of funds 
only by making stock-market activity the principal guide of credit policy. Restrictions on mar- 
gin trading are needed to limit demand for brokers’ loans. New restrictions on both supply 
and demand have been imposed by the Banking act of 1933 and the Securities Exchange act 
of 1934. 

In this country the banking and credit system has been more closely 
related to security speculation than in any other country of the world. The 
market for stock-exchange loans has been our central money market, the 
place where banks and others with loanable funds may generally go and 
find borrowers and from which they may always readily withdraw their 
funds when needed. For a long period in our history this market served 
the function of a central bank. 

Developments in this market have had considerable influence upon the 
operation of the general economic system. Fluctuations in security prices 
and in the volume of speculation, it is true, reflect business developments; 
but fluctuations in the volume of stock-market credit in turn have an im- 
portant effect upon the course of these developments. Throughout the history 
of the country stock market activity has been recognized as an important 
factor in the ebb and flow of business. Attempts have been made to restrict 
its influence by changes in our banking structure and by restrictions upon 
manipulative trading in securities. The events of the past decade indicate 
that earlier attempts along this line did not accomplish their purpose; and 
within the last two years other measures have been adopted which are de- 
signed to diminish the degree of connection between the stock market and 
the credit system. 


Development of the Sireet Loan Market 


The development of the close relationship between stock trading and the 
credit system has been based in part upon the particular mechanism of 


‘stock-market trading used in this country and in part upon the peculiar 


nature of our banking system-——the one affecting the demand for funds and 
the other affecting the supply. 
ZI, §43 
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Demand for funds. With respect to the stock-market mechanism there 
are two characteristics which are important: 

(1) Stock-market trading is generally financed by open accounts with 
brokers. Since the customer is required to pay only part of the purchase 
price and may put that up in securities, and since commission houses have 
only a limited amount of capital, brokers must borrow the remainder from 
banks and other lenders. The broker holds title to customers’ securities, and 
may sell them to protect his loan. This practice has concentrated the de- 
mand for funds in the central money market into the hands of a few 
substantial borrowers, and has thereby enhanced the quality of street loans. 

(2) The system of call loans characteristic of the New York money 
market has grown up out of the practice of daily settlements of stock-ex- 
change transactions. Under this system payments must be met promptly, 
formerly within one day and now within two days. Brokers must be able 
to make new loans and repay old ones every day, depending upon whether 
their payments exceed their receipts of vice versa. 

In addition to these general characteristics of stock-market credit mecha- 
nism, certain other features have encouraged the free use of credit for stock- 
market speculation. The ease with which any individual of small or large 
means can open a margin account with a stock commission house is not 
equalled in any other market. The solicitation of brokers for trading ac- 
counts, the various means for selling and advertising their services, the 
tremendous amount of publicity given to stock-market developments, the 
facility and rapidity with which quotations may be obtained, and various 
other aspects ‘of this nature facilitate stock speculation through commission 
houses. ‘These practices are not followed to anything like the same extent ` 
on other markets. On the London Stock Exchange, brokers are exceedingly 
careful in accepting new clients, and advertising for business by members 
of the exchange is practically prohibited. The completeness with which 
transactions are reported and the rapidity with which these reports become 
available are both on a much smaller scale than in this country. The general 
public interest in stock-market activities is considerably more limited. 

It is important to emphasize that in this country stockbrokers, who profit 
by an increase in the volume of speculative trading, are the original grantors 
of credit to traders, who are the original borrowers, and that these credits 
are in effect merely advances on open-book account. Practically the only test 
of borrowing ability is the adequacy of the margin; borrowers are not re- 
quired to give promissory notes, and generally little or no inquiry is made 
into their credit standing. In London, by contrast, brokers require gvidence 
of good credit standing and of full personal responsibility before accepting 
an account. London brokers are particularly cautious about carrying over 
speculative accounts from one term to another, preferring that purchasers 
take up stock and borrow from banks on their own notes. 
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Because of laxity in the precautions taken in this country by commission 
houses in accepting customers, these houses must act promptly on a falling 
market to require new margin or to sell out the customer for lack of 
margin. For the same reason on a rising market the customer can readily 
use his enhanced margin to increase his commitments, Because of the prac- 
tice of selling out, customers’ credits and brokers’ loans have proved to be 
safe in practice, but this safety has been attained with the sacrifice of stock- 
market and money-market stability. 

Margin trading of this sort on a large scale provides a broad market but 
not necessarily a stable market. In fact it probably exaggerates the effect of 
manipulative operations. Powerful pools by raising the prices of stocks in- 
crease unencumbered margins, thus permitting additional purchases, which 
in turn promote the rising tendency. Bear pools, on the other hand, by 
depleting margins force distress selling, which furthers the declining tend- 
ency of prices. In this manner a movement once started in either direction 
is likely to become cumulative. 

Supply of funds. From the standpoint of supply of funds the credit struc- 
ture of this country has had certain characteristics which have encouraged 
the free use of credit in stock-market speculation. 

The New York street loan market, which supplies these funds, is a 
distinctive institution among money markets. Whereas in most other central 
money markets of the world banks place their liquid reserves and temporary 
surplus funds principally in the bill market, in this country demand loans 
on stock exchange collateral have generally in the past furnished the prin- 
cipal employment for temporary surplus funds and secondary reserves of 
banks. In other countries banks as a rule place very definite limitations upon 
amounts they will lend for stock-market speculation. 

With our system of unit banking and resulting correspondent bank re- 
Jationships and in the absence of central reserve banks, there developed 
early in our financial history a real need for an exceptionally liquid central 
market for demand loans, in which banks could employ their reserves and 
their temporaty surplus funds and withdraw them quickly when needed. 
Even under the federal reserve system interior banks have found it desirable 
to keep balances in New York either on deposit or loaned at call; if the 
former, the New York correspondent banks had to have the funds obtain- 
able on demand. 

Although it is the general tradition that banks supply their customers’ 
needs before placing funds on the street, not all street loans of banks are 
made fgom surplus funds not needed by business customers. Regardless of 
customers’ demands, banks must keep some of their funds in readily ob- 
tainable form; furthermore, brokers may be customers, especially at city 
banks; and at times banks have no doubt been attracted to the market by 
high rates. | 
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In addition to bank funds there have been other sources of funds for 
street loans. Investment trusts, insurance companies, other financial institu-° 
tions and even industrial corporations with temporary surplus funds await- 
ing use, generally found in this market satisfactory employment for these 
funds. Individuals and other brokerage houses also frequently made loans 
on the street. 

Because of certain established customs in handling commercial credits, 
a large bill market did not develop-in this country, and the New York call 
money market has most effectively supplied the needed medium for the em- 
ployment of liquid funds. Under normal conditions this market has provided 
a service that has contributed to the smooth operation of our banking and 
credit machinery. Through all sorts of vicissitudes, moreover, brokers’ loans 
have proved to be remarkably safe and have always been readily callable 
on demand. Probably no other money market in the world could have met | 
so smoothly the demands that have been placed upon this market. The 
incidental effects, however, upon the stock market and upon general busi- 
ness and credit conditions have not always been favorable. At times they 
have been disastrous. 


Stock-Market Credit and Business Conditions 


There have been in the past wide fluctuations in the volume of street 
loans. From 1921 to 1929 they increased from about a billion to over eight 
and one-half billions pf dollars, and they subsequently decreased to less 
than half a billion dollars in 1932. At the same time other loans on securities 
increased and decreased by large amounts. Stock-market speculation was 
thus definitely reflected in the volume of credit. Business conditions were 
also influenced by these variations in speculative activity and in credit 
volume. The flow of goods through the channels of production and trade 
was stimulated by the further use of funds which speculators borrowed to 
buy securities and was depressed by the withdrawal of funds from business 
uses when loans were reduced. 

An increase in brokers’ loans indicates that brokers, as a group, are pay- 
ing out more funds than they are receiving, while a decrease means an excess 
of receipts by brokers from customers and others. Brokers’ loans usually 
increase when stock prices rise, in part because new speculators coming 
into the market or old-ones using their profits as margins are increasing 
their borrowings from brokers to purchase securities from investors or from 
corporations issuing new shares, and in part because speculators are with- 
drawing their profits. During falling prices, on.the other hand, holders of 
stocks must deposit new margin funds or sell out to investors or speculators 
who bring in new money. Brokers are thereby enabled to reduce their bor- 
rowings, 

Effect on business. At certain times in the past the traditional practice for 
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banks to shift funds between customers’ loans and stock-market loans has 
probably made the stock market something of a stabilizing influence in the 
general business situation. When customers of banks demanded loans for 
use in production and trade, funds were withdrawn by banks from stock- 
market loans. Liquidation of these loans exerted an influence which more 
or less offset and eventually was a factor in checking expansion in volume 
of production and trade and rising prices. Conversely, in periods of depres- 
sion funds not needed by business customers found use in securities markets, 
with a stimulating influence on production and trade. 

During the past decade, however, these traditional relationships were 
not maintained. From 1922 to 1927 the increase in brokers loans, occurring 
largely in bank loans, represented an increase in the total volume of credit, 
which was based not only upon a growing demand from stock-market 
speculators but also upon the fact that banks had an abundance of funds 
and were seeking borrowers, despite active business. This supply of funds 
came in part from gold imports, in part from a shifting of deposits from 
the demand to the time category, which released reserves, and in part from 
the fact that corporations and other business borrowers were financing their 
needs more largely from their own resources or from the proceeds of new 
capital issues than from short-term bank loans. 

In 1928 and 1929, on the other hand, the supply of funds available to 
banks was reduced by federal reserve bank open-market operations and for 
a while in 1928 by gold exports; banks withdrew funds from street loans 
and sold some of their investments. Their loans to customers increased, 
representing in part large business demands and in part speculation in 
securities by customers. In these years the continued increase in brokers’ 
loans was supplied by non-banking lenders, a new element in the situation. 
Although total bankers’ loans increased substantially, there was no increase 
in the volume of bank deposits. Business, however, continued exceptionally 
active during 1928 and the first half of 1929, an activity that was reflected 
in increased turnover of available deposits rather than in larger volume of 
deposits. , 

Through this period, however, weaknesses were developing in lines which 
did not obtain funds, directly or indirectly, through stock-market channels. 
Mortgage money was scarce; rates on customers’ paper and on customers’ 
loans of banks increased, and rates on acceptances rose. Higher money rates 
in this country as well as stock-market speculation attracted funds from 
abroad and caused serious dislocation in foreign money markets. 

Frorg June to September, 1929, when there was the last great spurt in 
the stock-market boom, there is evidence that stock-market speculation was 
financed largely by a self-contained and self-generating supply of funds, 
obtained from lenders who had in turn obtained them by selling stocks 
to margin traders. Stock-market activity and prices rose to phenomenal 
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levels but with little stimulus to business. It is possible that during this 
period credit actually absorbed in increased deposits held by participants in 
the stock market was a depressing influence on trade which more than 
offset any stimulus arising from the increased use of other deposits in pro- 
duction and trade. 7 

During the long decline in security prices from 1929 to 1932, accom- 
panied by liquidation in brokers’ loans as well as in other security loans of 
banks, the after-effects of the stock-market boom decreased both the volume 
and velocity of the money supply. In the first stages of liquidation brokers’ 
loans by others were paid off with funds drawn from a variety of sources, 
in part from the sale of other assets and in part from borrowing directly - 
from banks. Bank loans to brokers increased in 1930. Although in 1930: 
there was an actual increase in deposits, as there had been a decrease in 
1928 and 1929, the holders of those deposits used them less actively for 
business purposes. 

Speculation and the supply and use of money. It may be seen from this 
historical résumé that security speculation may affect production and trade 
by influencing not only the supply of credit but also the extent and nature 
of the use of the available supply. It is not possible here to elaborate the 
theoretical questions involved in these relationships. The various ways in 
which they are expressed may only be enumerated rather dogmatically. 

1. Expansion in brokers’ loans by banks means an increase in the money 
supply, unless other loans and investments of banks decrease; while contrac- 
tion in the volume of bank credit as a result of declining brokers loans de- 
creases the volume of purchasing power available for business uses. These — 
results may, of course, be offset by EOnEtATy movements in other factors 
affecting the volume of bank credit. 

2. Changes in the volume of brokers’ loans by non-banking inden do 
not affect the volume of money. If these loans replace or are replaced by 
bank loans the money supply is, of course, affected by the changes in bank 
loans. 

3. An increase in stock market loans, whether made by banks or by others, 
is likely to result in the more active use of available deposits. Corporations 
issuing new securities will have funds for capital expansion, and speculators 
taking profits will spend more freely. This is reflected in increased velocity 
of deposits. 

4. Absorption of credit by the stock market, meaning by absorption an 
increase in funds held on deposit as a result of stock-market activity and not 
available for use in trade and production, is generally much smaller in 
amount than credit created or put to more active use as a result of a stock- 
market boom. 

5. The stock market has considerable influence in directing the flow of 
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credit and may divert funds from some uses into others and thus upset the 
equilibrium of the economic system. 

6. To the extent that stock-market loans are made by corporations and 
others from the proceeds of securities sold to margin traders, a self-contained 
credit system may be set up which will have but an indirect effect upon the 
use of money'in production and trade. 


Control of Stock-Market Credit 


There is no easy solution to the problem of controlling fluctuations in 
stock-market credit. Trading in securities is an important aspect of the 
operation of our economic system; security trading has no doubt been an 
aid in supplying the tremendous amount of capital needed for development 
of this country. The free and easy flow of investment funds into business 
use is facilitated by the existence of an active securities market. The opera- 
tion of this market requires and is entitled to a certain amount of short-term 
credit, just as credit is required in the distribution of goods. The use of a 
moderate and relatively stable volume of credit in security trading cannot 
be seriously criticized. The dangers arising from the use of credit in stock- 
market speculation grow out of the extreme fluctuations that characterize 
these markets. 

From the standpoint of the banking system, also, the street loan market is 
a useful institution. As long as we have a unit system of banking it will be 
necessary for banks to maintain correspondent relations in money centers, 
or to have otherwise available a supply of funds which can be immediately 
called upon to meet customers’ demands. The street-loan market has fulfilled 
these requirements in an eminently satisfactory manner. From the banks’ 
standpoint the defects in the market are not that street loans are unsafe, but 
that the economic consequences of these loans are undesirable. 

Control of supply. Most proposed and attempted methods of controlling 
stock-market speculation have been directed at the supply of funds. It has 
been emphasized that this is a task of the federal reserve system. By open- 
market operations the federal reserve banks can increase or decrease the 
supply of reserve funds available to member banks. Since expansion and 
contraction of street loans by banks reflect changes in their surplus funds, 
it is said that control over the surplus is all that is needed. Experience shows, 
however, that once a speculative movement has begun, it may not be so 
easily checked. Withdrawal of bank funds results in an increase in money 
rates, and not only banks but other lenders are attracted to the market. 
When there are opportunities for large profits, speculators are not retarded 
by high money rates. 

Furthermore, as previously explained, not all of the street loans by banks 
represent surplus funds. Brokers are also customers of banks and receive 
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considerationas such. Banks in New York also feel responsibility for main- 
taining stability in their money market; and when other funds are withdrawn 
quickly, in order to prevent a crisis, New York City banks will supply the 
demand. 

For these reasons, other methods than open-market and discount-rate ~ 
policy have been adopted or proposed to control expansion in street loans. 
The Banking act of 1933 instructs the federal reserve banks to keep in- 
formed of the character and amount of investments of member banks and 
under certain conditions the Board may suspend any member bank from 
use of the credit facilities of the system or place specified limitations on its 
discount privileges. 

Restrictions placed by the Banking act of 1933 upon bank relations with 
security affiliates and with security dealers are designed to reduce the amount 
of direct interest that a bank may have in security markets. Limitations im- 
posed by that Act on interest that may be paid by banks on deposits may tend 
to decrease the supply of funds available for lending in securities markets. 
Brokers’ loans by non-banking lenders are now prohibited by provisions of 
the Banking act of 1933, the Securities Exchange act of 1934, and clearing- 
house regulations. | 

The proposal that member bank reserves be based in part on velocity of 
turnover as well as on volume of deposits would also restrict the volume of 
funds available for lending, particularly by banks in communities where a 
speculative movement is centered. 

The recent development of a large market for short-term Treasury bills, 
which now total nearly $2,000,000,000, supplementing the supply of bank- 
ers’ bills, might also be an influence in detracting from the importance of 
street loans in the employment of liquid funds of banks. 

With its previous powers and with the additional restrictions that have 
been imposed by certain recent legislation, the federal reserve system could 
probably exercise effective control over the amount of funds available for 
stock-market speculation. In order to accomplish this purpose, however, it 
would be necessary at times to make developments in the stock market the 
chief basis for policy. It is undesirable that the general credit policy of the 
country should be based upon the fickle fortunes of speculation. In order to 
control speculative movements pressure must be exerted early in the de- 
velopment of that movement and at a time when the general business situa- 
tion may indicate no need for restriction. Control over supply, therefore, 
needs to be supplemented by control over the demand for funds and in 
particular control over that portion. of the demand that itself arisgs from 
undue speculative activity. 

Control of demand. The demand for stock-exchange loans could be di- 
minished by placing such severe restrictions upon the stock market that all 
types of trading would be penalized. The same end, however, might be ob- 
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tained simply by restrictions on margin trading which would discourage the 
building up of large speculative commitments, by traders operating on credit. 
Both of these approaches have been adopted in the Securities Exchange act 
of 1934. 

The margin provisions of this Act are automatically flexible and are so 
designed as not to discourage trading at times when security prices are low 
and to place increasing restrictions on margin trading as prices rise. Under 
the margin formula expressed in the Act and adopted by the Federal Reserve 
Board a broker may at any time make a loan of as much as 100 per cent of 
the lowest market price of a security within the preceding three years, but 
the loan may not exceed 75 per cent of the current market value nor is it 
required in any case to be less than 55 per cent of the current market value. 
The result of this formula is that small margins are required on securities 
which are relatively low in price or on those which fluctuate within narrow 
limits, whereas on securities which have risen considerably high margins are 
required, This system of requirements serves to restrict the amount that can 
be borrowed on securities that are likely to be speculative favorites. Another 
effect is to restrict the practice of pyramiding; the price of a security may 
rise from 133 to 182 per cent of its basic low point without any increase in 
the amount that can be borrowed. Similarly, the formula will lessen the 
necessity for forced liquidation; the price may fall from 182 to 133 without 
requiring that additional margin be obtained. The Board has power to 
change these requirements when necessary. These features should be a factor 
in stabilizing securities markets, the alternate expansions and contractions 
of credit that arise from their fluctuations, and the consequent ebb and flow 
of business. 

It is not within the scope of this paper to discuss other features of the 
Securities Exchange act which place limitations upon trading and require 
that fuller information be provided by corporations to their stockholders. 
These features should also serve to restrict the volume of margin trading 
and to diminish extreme fluctuations in speculative activities. 


Conclusion 


Thomas Paine is responsible for the statement that “credit is suspicion 
asleep.” Events in this country during the past decade indicate that a stock- 
market boom is a most powerful soporific to human suspicions, while a de- 
cline in the market is an equally powerful arouser of suspicions. The stock- 
market and money-market mechanism in this country encourage the use of 
credit in stock speculation. The credit thus put into use becomes an active 
and positive factor in determining the course of economic developments in 
general. Once such a movement has started, ordinary restrictions upon the 
bank-credit supply may prove insufficient to check it, because of the intensity 
of speculative enthusiasm and in part because the stock market has the 
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ability to create its own credit, which may not only be used to finance stock 
speculation but may also stimulate business turnover. 

A credit structure built upon the fickle fortunes of speculation is certain 
to collapse because the profits of speculation depend upon liquidation. Re- 
strictions placed upon stock speculation and upon the use of credit for this 
purpose are, therefore, necessary to insure stability of business and should 
not be considered as undue restraints upon legitimate business enterprise. 
The organization and operation of the stock market in this country and the 
close interrelationship between stock market and money market give to 
stock-market operations an unduly important rôle in influencing not only the 
rate of expansion and contraction in the volume of credit but also the chan- 
nels through which that credit is put into use.* 

It may be seriously questioned whether economic stability can be obtained 
in this country until this influence has been considerably restricted. Recently 
new measures have been adopted to control these tendencies. These various 
new restrictions have been placed upon securities markets and securities loans 
at a time when they were not strictly necessary to prevent abuses. This will 
permit the market to become accustomed to them without any difficult or . 
sudden readjustments. Their effectiveness remains to be tested when the 
economic situation is such as to encourage a revival of speculative enthusi- 
asm. 

WOoOoDLIEF THOMAS 

Washington, D.C. 


1'This view is not intended to imply that security speculation in itself is the fundamental 
cause of business fluctuations, but only that the close tie-up between the stock market and 
the money market is such as to make security speculation, for whatever reason it may have 
developed, an influence which increases the intensity and magnitude of fluctuations in busi- 
ness, 


AN ANALYSIS OF THE GOVERNMENT'S FINANCIAL REPORTS, 
WITH SPECIAL REFERENCE TO THE DEFICIT 


Paper presented at the Round Table Conference (joint meeting with the American 
Statistical Association) at the forty-seventh annual meeting of the American Economic 
Association, Chicago, Illinois, December 27, 1934. 

A true system of governmental accounting must permit distinction between revenue 
receipts and non-revenue receipts, governmental cost payments and non-governmental cost 
payments, gross debt and net debt, and proprietary funds and trust funds. Although the 
financial reports of the United States do not exhibit all these features as clearly as might 
be desired, it is possible to make a true analysis and reconciliation from the officially re- 
ported figures. Such an analysis for the fiscal year 1934 is presented in this article. Official 
reports generally exaggerate the annual deficit by treating statutory debt retirements as cost 
payments. On the other hand, the position of those who claim that the Treasury should 
treat its expenditures for financing the Reconstruction Finance Corporation and other “in- 
vestments” and its outlays for public buildings and other structures as capital items, thus 
greatly reducing the annual deficits, is found to be untenable. Similarly erroneous is the 
attempt to reduce the net public debt by offsetting “assets,” such as the inter-allied debts 
and investments in “subsidiary corporations” of the government. 


The federal budget is the gauge which indicates the state of the national 
finances and furnishes the basis for judgment as to future financial policy. 
In recent years this gauge has come into special prominence, with important 
issues depending upon the interpretation of its readings. And in this situa- 
tion there are those who affirm that the gauge is functioning imperfectly—in 
particular, that the needle on the deficit indicator inclines to jump far above 
the true figure,* or that the gauge has been wrongly adjusted, to the preju- 
dice of the taxpayers’ interests. For instance, at the 1932 meeting of the 
American Statistical Association, Dr. Isador Lubin asserted: 


The Bureau of Internal Revenue would never think of allowing a private cor- 
poration to charge to current operating expenses the items which the federal 
Treasury includes in its operating accounts. The practice of charging loans and 
investments to current expenditures is neither good accounting practice nor just 
treatment of the present taxpayer. The taxpayer whose income is already heavily 
depleted should not be compelled to bear the burden of meeting federal outlays 
which take the form of loans to business corporations and farmers and which are 
expected to be saan Nor is it just to make the 1932 taxpayer pay the entire cost 
of permanent federal construction, just because certain projects happen to have 
been undertaken this year.? 


As a matter of fact, the financial records of the United States Treasury 
undoubtedly are complicated and not easy of interpretation by the layman. 
If to this there be added an uneasy feeling that the accounts may not be alto- 
gether trustworthy, it is high time that the matter was investigated. The pres- 
ent essay is offered in the hope that it may contribute something to clearing 
up a difficult subject and perchance to smoothing the rough road of other 
investigators in this field. In particular there ought, in these days, to be no 
ambiguity as to what is the true amount of the federal deficit. 


* Cf., for example, the article by Professor Haig in the Yale Review, winter issue, 1933. 
* Quoted from Dr. Lubin’s advance summary of his address, 
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In accounting for the financial operations of government, the first indis- 
pensable requirement is that clear distinction be made between revenue re- 
ceipts and non-revenue receipts and between governmental cost payments 
and non-governmental cost payments. 

Revenue receipts may be defined as those receipts of money or its equiva- 
lent which cause a real increase in the government’s assets without a corres- 
ponding increase in its liabilities or cause a decrease in its liabilities without 
a corresponding decrease in the assets. Typical of the first sort are the pro- 
ceeds of taxation or fees; the second sort, comparatively rare, is exemplified 
when a government receives a current payment due it, not in cash, but in 
evidences of its own debt, which it may then cancel. All other receipts are 
non-revenue. They do not result in a net increase in assets. The typical case 
is money derived from borrowing. 


Two types of payments are similarly distinguished. Governmental cost ; 


payments are those payments of money or its equivalent which cause a real 
decline in the government’s assets without a corresponding decrease in the 
liabilities or an increase in its liabilities without a corresponding increase 
in the assets. All ordinary payments of expense are of the first sort; the 
second, comparatively rare, would occur in case a government should pay 
for a current expenditure by delivering an evidence of its own debt. All 
other payments are non-governmental cost payments. The typical case is 
money paid for retirement of the government’s debt. 

Also included among non-revenue receipts and non-cost payments are all 
operations in the trust funds. which the government may administer, as well 
as all transactions between departments of the government, commonly 
called “transfers.” These latter should eventually cancel out in the ultimate 
statements. 

For the purpose of learning how the government is faring financially— 


“A 


whether it is paying its way, or earning a surplus, or operating at a deficit— ` 


of passing judgment upon the finances, or of shaping financial policy, it is 
the revenue receipts and the cost payments and their balance which are of 
chief significance. And unless the non-revenue and non-cost items are rigor- 
ously segregated, the accounts will fail to serve these purposes. 

The second indispensable distinction in governmental accounting is that 
between gross debt and net debt, the latter being simply the former reduced 
by the amount of cash and equivalent assets belonging to the government. It 
is the net debt which has chief significance in displaying the government’s 
financial condition or its financial progress during a period of time. 

Of course this formulation of accounting concepts is not original with 
me. It was stated clearly and at length in 1907 by the United State Census? 
in connection with the classification of accounting terms employed in its 


* Special Reports of the Census Office, 1907, Wealth, ee and Taxation, Part IV, es- 
pecially pp. 953-962, 


~. 
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work upon the financial statistics of states and cities. Professor W. F. Wil- 
loughby has set forth clearly the analysis which I am emphasizing and has 
applied it to the financial operations of the United States government from 
1921 to 1930.4 

The United States Treasury has not seen fit to adopt whole-heartedly the 
clear and simple accounting principles developed and applied by the Bureau 
of the Census. It is true that in the annual reports of the Secretary of the 
Treasury certain receipts are labeled ‘‘non-revenue receipts.” But this distinc- 
tion is of no service, since it implies a form of capital accounting which the 
Treasury does not use, and since it is not matched by corresponding non-cost 
items on the payments side of the account. Indeed, the Treasury reports 
would be clearer if this half-hearted segregation of ‘‘non-revenue’’ receipts 
were abandoned. As the Treasury keeps its accounts, these items—excepting 
only the trust funds—are really revenue receipts. 

The Annual Report of the Secretary of the Treasury on the State of the 
Finances presents a table (e.g., Report for 1934, Table 4, pp. 298-305) 
showing the “ordinary receipts,” “expenditures chargeable against ordinary 
receipts,” and surplus or deficit for each fiscal year from 1789 to date. Postal 
revenues and expenditures, except for each year’s postal surplus or deficit, 
are excluded from ordinary receipts and the corresponding expenditures. 
Otherwise ordinary receipts are all receipts except proceeds of borrowing, 
and expenditures chargeable against ordinary receipts are all payments ex- 
cept payments to retire debt (with one exception, to be later noted). For 
1934 the totals are reported as follows:® 


Ordinary ci $3,277,733,940 
Expenditures chargeable against ordinary receipts 7,243,725,625 
Deficit 3,,965,991,685 


One who desired a historical record of the successive annual deficits or 
surpluses would turn naturally to this table. Let us see how, true the record 
would be. 

In the first place, reference to the sub-title of the table will disclose that 
in these figures the trust fund accounts are included. The United States gov- 
ernment keeps its accounts in three groups of “fund accounts”; 7.e., the 
“general fund accounts,” ‘‘special accounts,” and “trust accounts,” now 
sometimes called “trust and contributed accounts.” The first two are pro- 
prietary funds—assets of the government. The third is not. However, all 
receipts of the government are covered into the ‘General Fund of the Treas- 


W. ¥. Willoughby, Financial Condition and Operations of the National Government, 
1921-1930. 

ë For the sake of better aiding any student who may be inclined to use this essay in 
checking his researches in the official accounts, I have generally given the exact figures, not 
rounded off (cents omitted and rounded off). All figures from the Treasury reports are, 
unless otherwise specified, on the basis of Daily Treasury Statements (unrevised). 
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-ury,” and all payments are made from this fund.® Including the trust ac- 
count transactions among the receipts and expenditures means that to this 
extent the figures in this table fail to show true revenue receipts, cost pay- 
ments, or sutplus or deficit. Examination of the detailed tables for particular . 
years will show general, special, and trust funds properly segregated; and, 
beginning with the year 1931, the Treasury Department has separated the 
trust funds from the other funds in its daily statements, thus conforming to 
the practice followed by the Bureau of the Budget. Only in the historical 
tables does the Treasury Department continue to include the trust funds in a 
composite of all accounts, doing so in order to afford comparison with the 
years before 1931, when no separation of funds was reported.’ 

There is a further complication in the accounts for 1934, due to the man- 
ner in which the Treasury Department has accounted for the “increment 
resulting from reduction in the weight of the gold dollar.” The results of 
this act are shown as a receipt in 1934 of $2,811,375,757 and an expenditure 
“chargeable against increment on gold exchange stabilization fund” of 
$2,000,000,000. In the detailed tables for 1934 these transactions are car- 
ried in a separate account and treated the same as the “trust and contributed 
accounts,” but they have not been included, with those accounts, in the his- 
torical table (pp. 298-305). The increment resulting from reduction in the 
weight of the gold dollar is still, as it were, suspended in mid-air. The Treas- 
ury has not yet chosen to regard this item of $2,811,375,757 as an ordinary 
receipt; and its receipt does not serve to reduce the general and special fund 
deficit for the year. In fact $2,000,000,000 appear as having been expended 
—paid to the “exchange stabilization fund.” This sum is not carried in the 
Treasury’s general fund, but is on the outside, like the gold securing gold 
certificates or the greenback reserve. It is only the balance—$811,375,757—. 
which affects the surplus or deficit of the “trust and contributed funds”? or 
of all accounts combined.” i 

Correcting our foregoing statement by excluding the trust fund accounts, 
we have the following statement for the fiscal year 1934:™ 


Ordi dae te $3,115,554,050 
Expenditures chargeable against ordinary receipts 7,105,050,085 
Deficit 3,989,496,035 


The official reports properly exclude operations in the principal of the 
public debt from the accounts of ordinary receipts and the corresponding 
payments, save for one important exception. The Victory Liberty Loan act 


° Report of the Secretary of the Treasury, 1934, pp. 274-275. è 
"CH. Report of the Secretary of the Treasury, 1933, p. 299. 

* CÍ. Report of the Secretary of the Treasury, 1934, pp. 296-297. 

*Idem., pp. 22-23. 

” Idem., p. 367. 

u Idem., pp. 20-22, 294, 296, etc. 
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of 1919 set up machinery for retirement of the World War debt. This act 
requires an annual appropriation for the sinking fund, beginning July 1, 
1920, of (1) a sum equal to 214 percent of the amount of the Liberty bonds 
and Victory notes outstanding on July 1, 1920, less the amount of foreign 
- government obligations held by the United States on that date (this is a 
constant amount of $253,404,865), and (2) an amount equal to the interest 
that would have been payable during the fiscal year on debt previously re- 
tired out of the sinking fund. Recent legislation provides additional sinking 
fund appropriations, beginning with the fiscal year 1934, to the amount of 
24% per cent of expenditures for public works under the Emergency Relief 
and Construction act of 1932 and the National Industrial Recovery act. 
These amounts are devoted annually to retirement of the war debt. In addi- 
tion the following receipts are under authority of law devoted annually to 
debt retirement: cash repayments of principal of foreign debts; bonds, etc., 
received in repayments of principal or interest of foreign debts; bonds and 
notes recetved in payment of estate taxes; federal reserve bank franchise 
taxes; net earnings of federal intermediate credit banks; and miscellaneous 
gifts, forfeitures, etc. The sum so expended for debt retirement in 1934 
was:*4 


Sinking fund $359,490,900 
Received from foreign governments under debt settlements 357,850 
Forfeitures, gifts, etc. 15,343 

Total 359,864,093 


These debt retirements are a continuing obligation upon the Treasury, 
and the specified sums are annually devoted to debt retirement, even in years 
when there is an operating deficit and the money therefor has to be bor- 
rowed. The Treasury classifies this required expenditure as an “expenditure 
chargeable against ordinary receipts.” Obviously it is not a cost payment, 
since its payment causes an exactly equal reduction in the national debt. Cer- 
tain relatively small sums were so charged in 1918, 1919, and 1920. The 
annual amount of such expenditures since July 1, 1920, has averaged nearly 
half a billion dollars ($464,433,000) 78 

Excluding this item from the officially reported expenditures leaves the 
true account of revenue receipts and cost payments for 1934 as follows: 


Ordinary receipts $3,115,554,050 
Expenditures chargeable against ordinary 
receipts $7,105,050,085 
Less debt retirement 359,864,093 6,745,185,992 
$ pS eee ei, A oe 
Deficit 3,629,631,943 


“ Cf. Report of the Secretary of the Treasury, 1933, p. 12. 

™ Report of the Secretary of the Treasury, 1934, pp. 10, 367, 368. 
1 Idem., pp. 293, 295, 311, etc. 

Idem., p. 367. 
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By including the statutory debt retirement in “expenditures chargeable 
against ordinary receipts,” the Treasury accounts exaggerate the cost pay- 
ments and, in the first instance, the annual deficit by this amount. ‘This point 
has of late been receiving some official recognition. Beginning with the 
1933 report, the Annual Report of the Secretary of the Treasury in one 
table in connection with the “estimates of receipts and expenditures” after 
calculating the deficit in the traditional manner, subtracts the amount of 
the debt retirement that was included in the expenditures chargeable 
against ordinary receipts, thus showing the true deficit.1* The Daily State- 
ments of the United States Treasury have been making this correction since 
June 30, 1933. The Bureau of the Budget shows the true deficit, either by 
deducting the statutory debt retirement from the deficit as first calculated 
or by excluding it from the expenditure." While the initiated can now 
readily determine the true cost payments and the true deficit from the official 
reports, one must always be on his guard against those official accounts in 
which debt retirement has not been allowed for, as well as the occasional 
accounts in which trust funds are not properly segregated. 

A ready means of checking the true surplus or deficit in the financial op- 
erations of government is to note the change in the public debt between the 
beginning and the end of the fiscal year. But it must be the net debt, not the 
gross debt. The net debt is determined of course by subtracting from the 
gross debt the net balance of the general fund, sinking fund, and any other 


funds which are assets of the government. In the case of the United States 


government, this means the “general and special accounts.” 

Here we encounter another difficulty in dealing with the official reports, 
owing to their failure to present any true statement of the net debt. Ordi- 
narily only the gross debt is reported in the annual reports of the Secretary of 
the Treasury.4* When any allowance is made, as in the Daily Statements of 
the Treasury and in the Budget Message, it is the entire general fund balance 
that is deducted from the gross debt.’® This does not give the true net debt, 
since funds which are not assets of the government have been deducted. For 
example, the gross and adjusted debt at the beginning and end of the fiscal 
year 1934 are thus officially reported:*° 

June 30, 1933 June 30, 1934 


Gross debt $22,538,672,560 $27,053,141,414 
Net balance in general fund 862,205,221 2,581,922,240 
Gross debt less balance in general fund 21,676,467,339 24,471,219,174 


* Annual Report of the Secretary of the Treasury, 1933, pp. 19-21; Idem., 1934, pp. 
20-23. i 

™ Message of the President Transmitting the Budget for 1935, pp. vi, vii, ix, A7; The 
Budget of the United States Government for 1936, p. x. 

™ Report of the Secretary of the Treasury, 1934, pp. 7, 22, 367, etc. 

9 Cf. Message of the President Transmitting the Budget for 1935, p. A7; The Budget 
of the Uniled States Government for 1936, p. A16. 

* Daily Statement of the United States Treasury, June 30, 1934. 
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The increase in the debt so adjusted during the fiscal year was therefore 
$2,794,751,835. Of course this will not agree with the year’s deficit. There 
were on these two dates trust fund assets and “increment on gold” in the 
general fund amounting to $76,153,141 and $911,033,248."1 If these 
amounts are excluded and only the balances in the government’s proprietary 
accounts—general funds and special funds—are deducted from gross debt, 
we have the following determination of net debt at the beginning and the 
end of the fiscal year 1934.27 


June 30,1933 June 30, 1934 


Gross debt $22,538,672,560 $27,053,141,414 
Balance in general and special accounts 786,052,080  1,670,888,992 
Net debt 21,752,620,480 25,382,252,423 


These figures show the true net debt, and the increase during the fiscal 
yeat-—$3,629,631,943—-aprees precisely with the deficit from the year’s 
operations as calculated from the revenue receipts and cost payments. It will 
be noted that the increment on gold is still regarded as a special non-pro- 
prietary fund. 

Although the true revenues and costs of government and the correspond- 
ing net debt are of chief significance—as showing how the government is 


Receipts 
Revenue receipts i $ 3,115,554,050 
Non-revenue receipts 
Trust and contributed funds $ 162,179,890 
Increment on gold 2,811,375,757 
Total 2,973,555,647 
Public debt receipts 13,582,982,412 
Total non-revenue receipts 16,556,538,059 
Total receipts 19,672,092,109 
Payments 
Governmental cost payments 6,745,185,992 
Non-governmental cost payments 
Trust and contributed funds 138,675,539 
Chargeable against increment on gold 2,000,000,000 
Total 2,138,675,539 
Public debt payments 9,068,513,558 
Total non-governmental cost payments 11,207,189,097 
Total p%yments 17,952,375,089 


™ Message of the President Transmitting the Budget for 1935, p. A7; The Budget of 
the United States Government for 1936, p. Al4. 

™ Message of the President Transmitting the Budget for 1935, p. A7; The Budget of 
the United States Government for 1936, pp. A14, A16. 
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faring financially—it is a matter of importance to have a true classification 
of all receipts and payments and their essential inter-relations. In the fore- 
going table (p. 37) the accounts for the fiscal year 1934 are thus pre- 
sented: 

The analysis of the year’s financial operations is completed by the follow- 
ing data as of the beginning and end of the fiscal year: 


June 30, 1933 June 30,1934 Change 


Gross debt $22,538,672,560 $27,053,141,414 +4,514,468,854 
Balance, general and meant funds 786,052,080 1,670,888,992 -884,836,912 
Net debt 21,752,620,480 25,382,252,423 -+-3,629,631,943 
Balance, trust and contributed funds 76,153,141 911,033,248 -—+834,880,107 
General fund balance (all funds) 862,205,221  2,581,922,240 +1,719,717,020 


We now have a true picture of the net results of the government’s fiscal 
operations during 1934. The difference between the cost payments and the 
revenue receipts is the year’s deficit; it agrees with the increase in the net 
debt. The trust and contributed fund receipts and payments (including in- 
crement on gold) evidently agree with the change in the assets of the trust, 
etc., funds held in the Treasury’s general fund. The public debt receipts and 
payments (principal—not interest, of course) are swollen by the frequent 
issue and retirement of short-time debt and funding operations. Only the 
net balance is of great significance. The excess of debt receipts over debt 
payments, $4,514,468,854, agrees precisely with the increase in the gross 
debt during the year. The totals of all receipts and payments show an excess 
of receipts over payments of $1,719,717,020, which necessarily agrees with 
the increase in cash on hand in the Treasury (all funds). It appears that the 
government has increased its gross debt by $884,836,912 more than was 
needed to meet the year’s deficit; i.e., the amount by which revenue receipts 
fell short of cost payments. This excess borrowing measures precisely the 
growth in the government’s cash assets during the year (still excluding the 
gold increment fund). 

The necessity of the adjustments thus far indicated is, I believe, a matter 
of fact, not of opinion. But there is a school of thought which claims that 
these adjustments are not enough, that they still leave a grossly exaggerated 
picture of the net debt, the cost of government, and the operating deficit. 
It is pointed out that the United States government frequently makes invest- 
ments, as in the loans to its allies during the World War, or in the purchase 
of stock and notes of the Reconstruction Finance Corporation. Money so 
spent, it is urged, should not be counted as a governmental cost, but should 
be treated as a capital (non-governmental cost) expenditure, after the man- 
ner of private business accounting. As a necessary corollary, such invest- 
ments on hand at any time should be regarded—along with the cash balance 
—as assets offsetting the gross debt. 


* Daily Statement of the United States Treasury, June 30, 1934; Annual Report of the 
Secretary of the Treasury, 1934, pp. 294-297, 316, 
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As a matter of principle there can, I think, be no doubt of the soundness 
of this contention in those cases when there is actual purchase of bona fide 
investments and where also, following further the practice of business ac- 
counting, the investments are carried at their true market value or are ac- 
companied in the accounts by proper reserves for depreciation and losses. 

But when we undertake to apply this principle to the finances of the 
United States government, we must watch our step. Professor Willoughby, 
for example, whose valuable contribution to clear thinking on this general 
subject I have already acknowledged, sets up a balance sheet for the United 
States Treasury for the years 1921-1930. To the gross debt as officially 
stated he adds, properly, a few hundred millions of “current liabilities’ in 
the form of accounts payable. On the asset side he finds, beside the “current 
assets” (7.¢., cash balance in the Treasury), certain “capital assets,” consist- 
ing of (1) foreign government obligations, (2) some dozen forms (at one 
time or another) of “securities of subsidiary corporations” (such as stock of 
the Merchant Fleet Corporation, federal land banks’ bonds and stocks, etc.), 
and (3) a number of loans and other securities. The total of these capital 
assets runs during this period in the neighborhood of 12 to 13 billion dol- 
lars.** Striking a balance, Professor Willoughby discovers that the national 
debt, instead of ranging from 24 billions in 1921 to 16 billions in 1930, as 
officially reported,” actually was only 1014 billions in 1921 and less than 4 
billions in 1930. A little less than half a billion of the reduction, on the 
average, is due to the undoubtedly proper offset of cash balances; the rest 
comes from the government’s investments or “capital assets,” of which ob- 
viously the one predominating item is 12 billion dollars, approximately, of 
inter-allied debts. 

As a necessary corollary to such a balance sheet, the sums expended in 
acquiring these capital assets should be accounted, in the years when spent, 
as non-cost payments. For, example, the cost of the World War to June 30, 
1921, would be reduced from $25,729,000,000, as officially reported,?* to 
about 1214 billions. - 

Now while there is, I think, real value in such a balance sheet, it must be 
evident that, taken at its face value, it cannot but present a most unreal pic- 
ture of the financial condition of the United States in any year from 1921 to 
1930. The simple fact is that these capital assets, as a whole, were not worth 
their face value. It was always more than probable that some of the money 
invested in these “subsidiary corporations” was destined to be lost, as we 
now know that it was lost. As for the inter-allied debts, ultimate payment 
was never certain and was becoming increasingly doubtful during this per- 


* W. F. Willoughby, Financial Condition and Operations of the National Government 
1921-1930. Table on pp. 24-27. 

* Report of the Secretary of the Treasury, 1934, p. 350. 

= Idem., p. 392. 
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iod. To have carried these assets at their face value—-principal and accrued 
interest—up to the year 1930 would have been naive indeed. Professor 
Willoughby, in a footnote, recognizes the possibility of non-payment of 
some of the foreign government debts. But a footnote is not enough. Ac- 
counts should record realities. 

If the government, following the analogy of private business accounting, 
is to set up certain capital assets to offset its debt, then it should follow the 
business example the whole way, recording its assets at their actual values, 
determined after taking account of the chances of loss and discounting to the 
present the value of expected future reimbursements. Not all of the govern- 
ment’s so-called capital assets could ever have qualified as bona fide invest- 
ments. And of those that could so qualify, the write-down, originally and 
with the passage of time, would frequently have had to be drastic. Consider 
the inter-allied debts, Whether or not the Treasury would have been justi- 
fied in regarding them originally as a bona fide investment, we now know 
that, some time between then and the present, sound accounting would have 
been compelled to write off nearly the whole 12 billion dollars. These write- 
offs would, on this accounting basis, have appeared as governmental cost 
payments in the years when they occurred, making it appear that half the cost 
of the World War was spread over the 10 or 20 years following the war 
instead of in the years when the money was being spent. The whole process 
would have been largely a matter of guess work, and the governments’ ac- 
counts would have borne an aspect of unreality impossible of justification. 

It may of course be urged that the Reconstruction Finance Corporation 
furnishes a stronger case in favor of capital accounting. This corporation is 
one of the corporate entities set up by the United States government to per- 
form certain of its functions. Funds for its operations are furnished by the 
government through purchase by the Treasury of the securities of the cor- 
poration. Thus, up to the end of the fiscal year 1934, the Treasury had pur- 
chased $500,000,000 of the corporation’s capital stock and $3,255,000,000 
of its notes, making a total “investment” of $3,755,000,000.7” The funds 
thus acquired by the corporation are credited to its account with the United 
States Treasury and paid out by the Treasury, The Treasury treats the money 
it pays out of the funds accredited to the Reconstruction Finance Corpora- 
tion as money spent, i.e., as governmental cost payments. It is urged by the 
advocates of capital accounting that, on the contrary, the Treasury should 
regard the money paid by it for purchase of the Corporation’s stock and notes 
as a capital expenditure incurred in acquiring “investments.” 

If the functions for which the Reconstruction Finance Corporqtion was 
set up had been performed directly, the United States Treasury would have 
made the loans and grants which the Corporation has actually made and 
would possess the assets which the Corporation now holds. These assets 


“ Idem., pp. 13, 378. 
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would be no better than they are now, and some at least would not be worth 
their original face value. There is no magic to make the capital stock and 
debentures of the Reconstruction Finance Corporation now held by the 
Treasury worth any more than the securities it would be holding if it had 
operated directly instead of through the Corporatión. 

If then the expenditures made through the Reconstruction Finance Cor- 
poration were to be treated as a capital account, it would clearly not be 
enough merely to transfer the payments from governmental cost to capital 
account. It would be necessary to set up a reserve for loss. This would be dif- 
ficult, merely as a matter of estimating the outcome of the Corporation's 
ventures. Moreover, there would be special obstacles in the way of a true 
appraisal. Government officers in charge would be reluctant to admit the 
prospect of serious losses and acknowledge impairment of the Corporation's 
capital. Political influences would be likely to control the accounts; after all, 
the whole thing would be a matter of judgment. All things considered, it is 
probable that the present accounting practice—somewhat lacking in fine 
logic though it be—is more likely in the long run to present a true picture 
of the government's financial position. 

It has been repeatedly suggested during the past two or three years that 
the Treasury accountants ought to reduce the recorded cost of government 
and bring the budget more nearly into balance by treating as-capital expendi- 
tures, not only investments such as I have been considering, but also expendi- 
tures for buildings and other public works. This suggestion follows, of 
course, the analogy of private business accounting. But here, I think, the 
analogy is essentially false when applied to public works not part of an inde- 
pendent industrial enterprise, as for example the Panama Canal. In private 
business investments are made in buildings and other capital equipment 
only when the capital instruments so acquired may be expected to earn a 
fair return in addition to maintenance and amortization. It is proper to carry 
them on the books at appropriate values. They could presumably be liqui- 
dated at their book values. They furnish proper security against the debts of 
the business and contribute to justify the value given to the proprietor’s net 
worth. Purchase by a government of buildings or other public works for use 
in the performance of ordinary governmental functions conforms to none of 
these features. There is no expectation of earnings to pay interest and ulti- 
mate amortization on the investment. The possibility of liquidating, except 
at great loss, is seldom present. The structures will simply be used in the 
government service until worn out and will then have to be replaced by 
fresh expenditure of money. Nor does the presence of public works serve in 
any real way as security for the public debt. I believe that, in all ordinary 
cases, the only accounting that is true to reality is to regard money spent for 
public works as so much money spent once for all, like any other govern- 
mental cost payment. 
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If, nevertheless, it were determined to treat the cost of public works as 
a capital expenditure, it would then be necessary to follow the method of 
private business accounting the whole way, which would require the im- 
mediate setting up of current charges for depreciation and obsolescence. 
And, since the United States is regularly spending large sums on public 
works each year, these annual charges to governamental cost payments would 
regularly be of about the same amount as the annual expenditures on public 
works. Only in years of exceptional building activity would the cost of gov- 
ernment be reduced by going over to the method of capital accounting. It is 
difficult to see any substantial gain to offset the numerous practical difficulties 
which will readily occur to any one. 

I think it may be concluded that the Treasury Department is not guilty 
of bad accounting in its treatment of payments for investments and public 
works. And it follows that the Treasury exaggerates the deficit, in certain of 
its accounts, only to the extent of the public debt retirements chargeable to 
ordinary receipts. The deficits, as reported or estimated by the Treasury De- 
partment, excluding debt retirement and trust accounts, are as follows: 


Fiscal year Deficit (in thousands) 
1931? $ 461,877 
1932° 2,735,290 
19337 2,601,652 
1934 . 3,629,632 
1935 (to Dec. 31, 1934)? 1,559,966 
Total (July 1, 1930-Dec. 31, 1934) . 10,988,416 
1935 (estimates)? 4,296,852 
1936 (estimates )°® 3,892,075 
Total (July 1, 1930-June 30, 1936) 17,617,377 


* Annual Report of the Secretary of the Treasury, 1934, pp. 294-296; cf. also the ‘cor- 
responding reports for the respective years. 

a Daily Statement of the United States Treasury, December 31, 1934. 

"Annual Report of the Secretary of the Treasury, 1934, p. 22. 


Certainly the Treasury is not guilty of any intentional misrepresentation 
of the facts. Nor do I find it possible to see how any real harm has been done . 
if, through a certain artificiality in the Treasury’s accounting system, the pub- 
lic has been led to exaggerate the recent annual deficits by about half a billion 
dollars. The deficit is certainly large enough to endure such diminution and 
still hold up its head. It is still 11 billion dollars in 414 years, with another 
6Y, billions in prospect. All questions of principle and all practical issues 
involved in the deficit are still present and unchanged. There is slight danger 
that the people will demand or that Congress will enact more saving in ex- 
penditures or more taxation than would be justified by the deficit in its true 
proportions. | 

I find myself also quite unable to agree with the inference that the Treas- 
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ury’s accounting practice, in conjunction with its insistence upon strict capi- 
tal accounting by corporations reporting to it for income tax purposes, is not 
quite straightforward. The purposes of the two sets of accounts are quite 
unlike. Nor do I find that the taxpayers have been treated to sharp practice. 
After all, the taxpayers have not paid the deficit. And, even though it had 
been calculated somewhat smaller, the taxpayers could still properly have 
been called upon to pay as much as they have. As to the future, the taxpayers 
will have to bear all the costs of government anyway; and I think they will 
be more interested in keeping the cost of government within bounds than in 
a shift of accounting practice that temporarily disguises the magnitude of 
their ultimate burden. 

Finally, I wish to register emphatic dissent to the suggestion that analysis 
of the official accounts may indicate that the deficit after all is not very serious 
and that there is no reason for concern over the unbalanced budget. No 
change in accounting practice that could possibly be justified would show 
the actual deficit as anything other than a staggering sum. 


FRED ROGERS FAIRCHILD 
Yale University 


THE N.LR.A. AND STABILIZATION 


Among other objectives, the National Industrial Recovery act purported to provide 
measures for greater stability in business. The law itself gives hardly any indication of 
how stabilization is to be promoted. The Act, as a means toward stabilization, can 
serve only as one link in a whole chain of varied economic measures. Entire sta- 
bilization of our economic system is impossible to achieve; however, economic policy 
should attempt to attenuate and smooth cyclical fluctuations. The National Industrial Re- 
covery act may provide machinery to assist in such a policy. Such measures, chiefly for 
regulating new investments during a boom and influencing the process of readjustment 
during a depression, seem possible under the Act only if its present provisions are inter- 
preted in such a way as to permit regulation of production and productive capacity as well as 
frxing of prices. The results to be hoped for will, at best, be very moderate in the near 
future. Constructive economic policy will not be possible without a board continuously 
studying and analyzing economic developments and advising the government. 


I 


The National Industrial Recovery act was directed, in addition to imme- 
diate relief and social welfare, toward two main objectives: First, it was 
considered to be a vigorous attack against the present economic depression. 
Its second objective was much broader. For the first time in the history of the 
United States, the desire for greater stability in business was supposed to 
find expression in a law which is now, at least until June 16, 1935, on 
the statute books of this country. This law was intended to provide measures 
necessary to make production and employment, once they had returned to 
“normal,” more continuous than they have been in the past. At the hearings 
before the Committee on Finance of the United States Senate,t Senator 
Robert F. Wagner, who was partially responsible for the original draft of 
the bill, declared “the widespread and permanent? reémployment of work- 
ers at wages sufficient to secure comfort and decent living” to-be the single 
objective of the bill which “marks a far-reaching departure from the phi- 
losophy that the government should remain a silent spectator while the 
people of the United States, without plan and without organization, vainly 
attempt to achieve their social and economic ideals.” And the President of 
the United States expounded the purpose of the Act even more clearly. In 
affixing his signature to the Act, he declared that “it represents a supreme 
effort to stabilize for all time the many factors which make for the prosperity 
of the nation and the preservation of American standards.” 

The actual provisions of the law are directed much more definitely to its 


1 Hearings before the Committee on Finance, United States Senate, 73rd Congress, First 
Session, on §.1712 and H.R.5755, p. 1. See also the similar statement by Senator Wagner 
before the Committee on Ways. and Means (Hearings before the Committee og Ways and 
Means, House of Representatives, 73rd Congress, first session, on H.R.5664, particularly 
p. 95) in which he emphasized the importance of Section 2 (b) in regard to “an orderly 
organized economic system.” 

* Italics by the author. 

"The ABC of the NRA, by Charles L. Dearing and others, Brookings Institution, Wash- 
ington, D.C., 1934, p. 1. 
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immediate objective, 7.e., to fight the present emergency, than to the more 
distant goal of business stabilization. However, the scope of the law and the 
latitude it gives to the government are such that future action intended to 
insure stable business conditions may be possible, once recovery is achieved. 
The law itself gives hardly any indication of how stabilization is to be 
promoted. It is, therefore, of great importance to determine whether the 
law lends itself at all to such purposes, and, if so, which of its provisions 
would be involved, and how they should be interpreted and carried through. 


i 


The economic system of all modern industrialized countries, except Soviet 
Russia, is of such a nature, and our knowledge about the multitude of factors 
involved is admittedly so small, that we are not justified in entertaining any 
hope of our ability to master the business cycle and to eliminate the fluctu- 
ations that it causes, in the near future. Our present knowledge forces us to 
assume that an economic system based on private property, private profit, and 
private initiative, and characterized by an extremely far-reaching division of 
labor, by production for an anonymous market, by continuous evolution and 
progress, and by the use of money and credit, will have to endure fluctuations 
of smaller or greater magnitude, as long as these features are not funda- 
mentally changed. 

Moreover, economic policy should strive toward smoothing and attenu- 
ating these cyclical fluctuations.* Within these limits, it can be assumed that 
measures can be devised which, in due time, may bear modest fruits. If it 
appears politically feasible to have them adopted and carried through, they 
may perhaps help to make future cyclical fluctuations somewhat less severe 
and less violent than they have been in the past. 

The ideal objectives of such an economic: policy may be summarized as 
follows: (1) Since during the boom period disproportionalities are created 
which ultimately lead to a break in the upward movement, an attempt should 
be made to reduce such disproportionalities as much as possible. (2) Once 
the break has occurred and the system has entered the period of crisis and 
depression, the task is twofold: (a) to help the process of liquidation and 
writing-down of capital liabilities in order to reach a new basis for recovery; 
(b) to prevent depression from becoming a self-inflammatory process and 
thus reaching proportions which may not be justified by previous dispropor- 
tionalities. It is of utmost importance that all measures taken during the 
depression create no new maladjustments in addition to those from which 
the systèm is already suffering. One of the most serious objections against 
many measures adopted during depressions, or likely to be adopted, is just 


“Such an economic policy must, of course, be based on a theoretical explanation of 
the business cycle. 
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this—that the theoretical equilibrium is further interfered with and the 
road to recovery is made much more difficult. 

If any results can be hoped for at all, economic policy headed toward such 
ends will have to make itself felt in almost all branches and all fields of 
economic life. The more light that economic theory may shed on the difficult 
problem of business cycles, the more nearly possible it may become to attack 
the causal factors themselves which are leading to these disproportionalities. 
Certain measures of such a nature may even now be attempted. In addition, 
economic policy must, by more direct measures, aim at avoiding or removing 
these disproportionalities. They manifest themselves everywhere in the 
economic system—investments, production, prices, interest rates, wages. But, 
as facts seem to show, theit main center probably lies in the capital goods and 
durable consumers’ goods industries. The investments made in these indus- 
tries, massed in a relatively short period of time, are presumably the most 
significant single factor of cyclical fluctuations and one important cause of 
further disturbance. These investments, therefore, must become the center 
of attack. Any economic policy for greater stability must primarily be di- 
rected toward an attempt to keep these investments in line with savings, and 
keep them from becoming too large or faulty in view of the needs of a more 
stable development. 

The implications of such a policy, the narrow limits of its feasibility, and 
its manifold ramifications are not to be discussed here. It would have to be 
extended to and to permeate the policy on money, credit and capital, the 
fiscal policy of all public authorities, commercial policy particularly with 
foreign countries, labor policy, policy of public works and economic re- 
serves, control of monopolies and all monopolistic or semi-monopolistic 
institutions. It hardly needs to be stressed that the National Industrial Re- 
covery act can only be one link in a whole chain of economic measures. The 
problem thus arises whether and to what extent this Act fits into such a 
program of long-run policy. 


II 


Since Title ITI of the law is concerned with Amendments to Emergency 
Relief and Construction Act and Miscellaneous Provisions, and Title IT with 
Public Works and Construction Projects—provisions which deal entirely 
with the actual emergency at the time the Act became law—only Title I 
of the Act under heading of Industrial Recovery will be analyzed here. The 
operation of the Act is limited through Section 2 to two years, should the 
President or Congress by joint resolution not end it sooner. Moreover, the 
Act may be changed considerably before prolongation beyond that period. 
The following discussion is based on the Act in its present form, and does 
not take into account any future alterations. Regardless of whether the Act 
will stand in its present form, this discussion will afford an opportunity to 


Y 
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outline by a concrete example some of the steps which would actually be 
necessary for an economic policy aimed at greater stability. The following 
discussion does not, however, imply that such a policy could be easily carried 
through. 

The National Industrial Recovery act allows economic policy to develop 
in five possible ways: 


(1) Trade and industrial associations can enter into codes of fair ses Wala 
which, through approval by the President of the United States, become law for 
the whole trade or industry involved. Under certain circumstances, the President 
may, upon his own motion, prescribe and approve a code of fair gir pa All 
these codes are exempt from the provisions of the anti-trust laws of the United 
States.” 

(2) Agreements between and among persons engaged in a trade or industry, 
Jabor organizations, and trade or industrial organizations, associations, or groups, 
relating to any group or industry, can be approved by the President of the United 
States and can be entered into by him. These agreements, which are also exempt 
from the provisions of the anti-trust laws of the United States, bind only business 
enterprises which have entered into them. In this respect, they are distinctly dif- 
ferent from the codes. 

(3) Employers and employees in any trade or industry or subdivision thereof 
can enter into agreements as to maximum hours of labor, minimum rates of pay 
and other conditions of employment. These agreements, when approved by the 
President of the United States, become law for the whole trade or industry in- 
volved. 

(4) In cases in which no mutual agreements such as referred to under (3) 
have been approved by the President, he can prescribe a limited code fixing mini- 
mum wages, maximum hours of labor, and other conditions of employment, such a 
code being mandatory for the whole trade or industry in question. 

(5) The President is empowered to cancel or modify any codes or rules which 
have been issued before under the National Industrial Recovery act. 


A. Labor provisions. 


With regard to the powers conferred upon the President mentioned 
under (3) and (4), clear distinctions must be made between the policy as 
to wages, the policy as to hours of labor, and the policy as to other conditions 
of employment. No doubt, the wage provisions were constructed much more 
from the point of view of social reform and as an attack against the present 
emergency than from the point of view of business stabilization. They may, 
however, play some part in a comprehensive and conscious policy toward 
stabilization, although it will prove very difficult to make such use of them, 
in view of many political, social, and practical reasons. There is even a 
certain danger that they might tend to increase the rigidity of the system. 

(a) During the boom period. It is scarcely doubtful that, in the last 
analysis, high profits or prospects for such are responsible, during the boom 
period, fora large increase in productive equipment which later proves partly 


* The powers of the Federal Trade Commission under the Federal Trade act, as amended, 
shall not be impaired, 
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excessive or misplaced. These profits are possible partially because of the lag 
between prices and wages resulting to a great extent from the peculiarities 
of the labor market. Profits could be curtailed if, in the early stages of the 
boom, wages were raised more than they have been in the past. Such a wage 
policy would have to distinguish clearly between capital goods and durable 
consumers’ goods industries on the one hand and consumption goods indus- 
tries on the other, since profits and investments tn the capital goods and 
durable consumers’ goods industries increase much earlier and to a greater 
degree than in the consumers’ goods industries. But this provision in the 
National Industrial Recovery act could serve such a purpose only if it were. 
understood to mean that the “minimum wage” which the President. makes 
mandatory, constitutes the basis for the whole wage structure. Only then, 
by affecting the wages of all workers, may some influence be exerted toward 
greater stability. Such wage provisions can, of course, yield results in the 
desired direction only if precautions are taken at the same time that prices | 
are not raised accordingly. This danger is the more acute, the more the in- 
dustry concerned is monopolistic or semi-monopolistic. Since the point is to 
avoid excessive profits, the problem involved is much more complicated than 
merely one of wages. This consideration shows how meaningless and fruit- 
less measures based on crude purchasing power theories may be at times 
when increases in prices (or profits) are relatively easily affected. 

(b) During the period of depression. The wage provisions are of some 
significance also during the depression. Economic policy during a depression 
is more likely to be successful in preventing the depression from going too 
far than in contributing toward the process of readjustment through which 
a more suitable proportionality in the economic system will be achieved. A 
conscious and deliberate policy with regard to wages which may become 
feasible under the National Industrial Recovery act would be a controlling 
factor of some significance, particularly in an attempt toward halting the de- 
pression from spreading too far. The depth the depression will reach and the 
length of time it will last may depend to a certain extent on whether and 
how this important wage problem is handled. While it would be desirable. 
to uphold wage rates, at least to keep them from falling as fast as prices 
decline, it will, in many cases, be impossible to do so. The less payrolls are 
reduced, the more it will be possible to uphold consumption, to prevent the 
slump from spreading too much to the consumption goods industries, and 
to keep up a maximum of the “normal” amount of goods exchanged. On the 
other hand, to pave the way to a new adjustment, reduction of wage rates® 
will have to be resorted to. In such a situation, the powers given, by the 
National Industrial Recovery act may help to build up an important mecha- 
nism, 

° Wage totals, of course, are reduced in any event, due to unemployment and the decline 
of national income. 
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In all countries, the development toward an “organized” capitalism has 
made the economic system much more rigid and less flexible than it used to 
be and should be. In regard to wages, this is true even in countries which 
have as yet no genuine trade-union movement. The wage policy directed or 
influenced by the government should, above all, secure more flexibility and 
avoid uniformity, both during the boom and during the depression. Only 
intimate familiarity with all economic problems involved, extensive data on 
the situation in different industries and trades, very detailed, comprehensive 
and minute statistical material as to prices, profits, wages, investments and 
costs, classified by industries, would make it possible to devise a policy 
toward the desired end. It would, of course, have to be different in different 
industries and in different sections of the country, and would have to be 
based on a reliable and objective analysis of the business situation. 

With respect to hours of labor, the President’s power to fix maximum 
hours of labor for the entire industry or trade concerned, will hardly exert a 
great influence toward stabilization of business. It is not very likely, although 
it is possible, that these provisions would be used in a period of an upward 
movement in order to curb production. Nor is it very probable that, if such 
use should be made of them, the process of growing maladjustment could 
and would be checked thereby. These provisions will as a rule be used in 
times of depression. The question will then arise, as it has in the past, 
whether or not weekly earnings should remain the same for those whose 
working days are curtailed in favor of unemployed. If weekly earnings are 
not reduced, which is not very probable, it would not mean a time, but a 
wage, movement’ the significance of which has been dealt with above. But 
should the use which is made of these provisions remain within the limits 
of an hours movement (weekly earnings being reduced while the working 
day is being shortened), it would help to spread the national income over a 
greater section of the population. We know too little yet of the precise use 
which is made of the workman’s income in such times. It may, however, be 
assumed that the consumption of consumers’ goods of the least elastic 
demand would be somewhat increased, while the consumption of more 
elastic consumers’ goods would decline; at the same time, savings and hoard- 
ing would probably be somewhat reduced. If the scheme were adopted on a 
large scale—and only under such circumstances could any effect be hoped 
for at all—an increase of employers’ costs of production would in many 
cases be unavoidable unless a greater efficiency of labor were achieved at the 
same time, which is hardly probable. It is well-nigh impossible to strike a 
balance theoretically between these various influences and thereby to gauge 
their precise bearing upon the liquidation of depression and the establish- 
ment of a new adjustment. Such a work-sharing program would be an 


*See Economic Stabilization in an Unbalanced World, by Alvin H. Hansen, New York, 
1932, p. 175. 
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appropriate means to attain a new equilibrium on a much lower level if it 
should prove impossible to use again the productive equipment built before 
the depression. Such a new level would, of course, imply a much lower 
standard of living. 

Beside wages and hours of labor, the President is authorized to approve 
or prescribe with mandatory force for the whole industry concerned, ‘‘such 
other conditions of employment as may be necessary . . . to effectuate the 
policy” of Title I of the National Industrial Recovery act. No speculation is 
theoretically possible as to what such provisions may mean for stabilization 
of business in the sense mentioned above. It may, however, be assumed, in 
the light of experience, that those provisions will have no effect of any im- 
portance on stabilization.® 


B. Codes and agreements, 


The provisions as to codes and agreements® constitute the most powerful 
and far-reaching potential machinery for interfering with and regulating 
industry and trade ever set up in times of peace in any democratic country 
living under a capitalist system based on private property and private profit. 
The Administration has been given an enormous potential power. Without 
its approval, no code or agreement can come into existence. Without its 
approval, no branch of industry or trade may enjoy exemption from the pro- 
visions of the anti-trust laws. By threatening to withhold its approval or 
to prescribe a code of its own, the Administration can bring great pressure 
to bear upon industry and trade to include provisions which it favors. Fur- 
thermore, the power of the Administration is enhanced by the authority 
granted it to cancel or modify codes and agreements at any moment. The 
Act does not specify in any way the range of provisions which such a code 
or agreement may contain. Moreover, these codes and agreements are sup- 
posed to aid in effectuating a policy which, as stated in Title I of Section 1 of 
the Act, covers such a wide field that almost any measure may be held justi- 


fied that is not inconsistent with those provisions which the law particularly — 


demands in all codes and agreements. However, one serious and very conse- 
quential qualification must be made. The law provides that codes and agree- 
ments may not permit monopolies or monopolistic practices. Of this provi- 
sion, more will be said later. 

The significance of codes and agreements for greater stability of the body 


*In the original draft of the Act, the wording was “other working conditions.” Mr. 
Donald R. Richberg, who codperated in the drafting of the bill, said before the Committee 
on Ways and Means (Hearings before the Committee on Ways and Means, House qf Repre- 
sentatives, 73rd Congress, first session, on H.R.5664, p. 74), “Other working conditions is a 
rather broad phrase, and my understanding of the intent of this is that it is clearly applicable 
only to those fundamental working conditions that are essential to the preservation of a 
fair handling of the labor situation .. .” 

* See points 1, 2, and 5 in summary of National Industrial Recovery act previously listed. 
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economic is, for several reasons, extremely difficult to evaluate. So far, the 
nature and meaning of the law has not been clarified sufficiently to determine 
what actions by the government and by the codes authorities are permissible 
under the Act. Until the Supreme Court of the United States renders judg- 
ment on some of the legal and constitutional problems involved, no definite, 
conclusive statement is possible. Furthermore, these codes and agreements 
may either help to form a basis for positive and successful action in reducing 
business cycle fluctuations; or, by their very existence and by their function- 
ing, they may make cyclical movements still more violent and more severe, 
and may reduce, instead of increasing, the likelihood of greater economic 
stability. 

(a) Positively, the codes make it possible for the first time to gather 
statistical data as to production, sales, inventory, prices, costs, investments 
and loans** which have been entirely lacking. These data are indispensable 
for any conscious and deliberate economic policy, both during a boom and 
during a depression. But that is not all. 

As indicated above, investments in the capital goods and durable con- 
sumers’ goods industries have to be considered, in the light of our present 
theoretical knowledge, the center of the disturbances leading to depressions. 
Control and regulation of investments in these industries may well prove to 
be the most efficacious attempt to prevent a boom from going too far. Since 
the factors which at certain stages of a boom cause excessive investments are 
not sufficiently known to be directly attacked to the necessary extent and, 
since monetary measures alone will hardly ever suffice to prevent large 
amounts of excess and faulty investments, only a method directed toward the 
investments themselves may be of any value. For such a policy during a 
boom, the codes: and the National Recovery Administration may, for the 
first time, provide an appropriate machinery, since the codes extend their 
power over the whole industry concerned and since government control is 
provided for in the law. Thus, a centralized economic policy is made pos- 
sible, based on careful investigations extending over the entire economic 
system. Through this mechanism, investment policy may, in crucial times, no 
longer be left to the decisions of individual entrepreneurs. Investments in 
some significant industries may, thereby, be kept within certain limits at 
certain times or be slowed down very considerably for a certain period.™ 
This would be particularly necessary when a boom is developing rapidly and 
the danger of over-investment in certain industries is imminent. Action of 
such a nature will always be extremely difficult, not alone because of the lack 
of factual knowledge to guide economic policy, but also because of the difti- 
culty of imposing such a restrictive policy on any industry just at a boom 
time when profits are large. Business people in most cases will fail to under- 


*In many codes, definite provisions toward this end have been included. 
“ Such a policy may mean a retardation of technological progress. 
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stand the wisdom of such measures; and a large amount of control would be 
necessary to insure that the provisions were actually carried out by ‘every 
member of the industry concerned. While voluntary action would be far 
preferable, it would seldom be forthcoming, and the President might have 
to use the large powers conferred upon him mentioned above, It will, how- 
ever, be necessary for the banking community to lend vigorous support to-the 
enforcement of such.a policy. Some success may be hoped for only if the 
banks which provide—at any rate partially—the funds necessary for new 
investments, are partners in such a policy. The statistical data to be collected 
within the industries and perhaps also through the banks, may possibly 
convince the banks that a restrictive policy is in their own interest. 

The task during the depression is, if anything, still more difficult. To 
bring the economic system back to a new adjustment is, in our present system, 
a goal hardly to be achieved by conscious economic policy. The maladjust- 
ments and disproportionalities are seldom known in an exact way either as 
to their location or as to their magnitude. The extent of necessary curtail- 
ment is almost beyond any reliable estimate. Yet, in some single cases 
maladjustment and over-expansion are clearly visible. In these cases, by 
regulation of production, the codes may be able to provide the machinery for 
an attempt to reduce the productive equipment to a volume more likely to 
be in line with the needs of the whole body economic than the existing one. 
But the difficulties in pursuing such a policy would be enormous with the 
businesses concerned. How will the code authorities, much less the Adminis- 
tration, know which parts of the equipment should be reduced? How will it 
be possible, without indemnification, to inflict arbitrarily on certain members 
of some industries a more or less serious loss of capital which would 
jeopardize the basis of their business, their production and their calcula- 
tions?! This instance shows how difficult “planning” will be as. long as 
private property is the basis of our economic system. While private entre- 
preneurs run the risk of incurring losses at the same time that they enjoy 
the privilege of making profits, they will hardly be prepared to take losses 
either voluntarily or by action of a code authority or of the Administration. 

In still another direction, these codes may become valuable. The dis- 
parity of the price movement among the various commodities is one of the 
most serious symptoms of maladjustment and disequilibrium. It often is in 
itself a cause of further maladjustment. As far as these movements in a free 
market are the result of a change in consumers’ demands, or in the cost of 
production, or a result of either lagging behind or running ahead of produc- 
tion, they are indispensable indicators of economic forces and should by no 
means be interfered with. But as far as disparity of price movements for 
certain commodities is the result of deliberate action by powerful economic 
groups or businesses, it may become extremely harmful and may be a source 


D Indemnification itself is not particularly expedient and would raise grave new problems. 
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of grave concern, particularly during a depression. This is true not only in 
the case of cartels or similar institutions, but also of a rather considerable and 
increasingly large number of enterprises whose positions in their respective 
markets are so strong that they are no longer bound by competitive forces; 
they can, more or less, dictate prices. When this happens during a depres- 
sion, the maintenance, or only limited reduction, of some prices (usually 
of key products) is, in view of the general price decline, a factor which is 
likely to make the depression more severe and to retard recovery.** Should 
the codes be entitled to price-interference, they might exert a great influence 
toward sound economic adjustment, by forcing prices down. By so doing, 
they would help to restore, at least to some extent, the much needed flex- 
ibility of our economic system. With regard to what has been said before, 
the difficulties involved need hardly be stressed. The time of action, the 
extent of action both as to the choice of commodities and as to the amount 
of reduction, and the reéstablishment of proper price relationships are ex- 
tremely difficult questions. Although for this particular problem the period 
of depression is extremely important, some action as to prices should also be 
taken during the boom. 

(b) There is a certain danger that codes may enhance the severity of 
depressions. It has, in this respect, often been contended that the codes and 
agreements introduced through the National Industrial Recovery act were 
similar to the European, and chiefly the German, cartels. This assumption, 
however, is not justified without important qualifications. 

Before the present political régime came into power in Germany, cartels 
were free (only in two cases compulsory) agreements of independent busi- 
ness enterprises in the same field to unite for joint action. Each unit, how- 
ever, retained its legal independence. Such agreements were entered upon 
with the deliberate purpose of exerting a more or less monopolistic influence 
on the market in order to increase the profit of those who adhered to these 
agreements. On the whole, these cartels in Germany exerted no positive 
influence toward smoothing cyclical fluctuations. On the contrary, there is 
some evidence that they rather tended to make fluctuations more severe or, 
at least, to make depressions more persistent. Experience has shown that 
cartels tended to further over-investment to a rather large extent and, by so 
doing, to aggravate booms and depressions. New investments and over-in- 
vestments have been stimulated by many causes in cartelized industries. The 
security which cartels provided for making profits, very often induced entre- 
preneurs to enlarge their productive capacity much more than was advisable 


* Noteseldom, the upholding of prices allows submarginal firms to survive, which they 
could not otherwise do. The process of readjustment is thus impeded. 

H The variety of German cartels is so great that any sweeping generalizations should be 
avoided. There are German cartels which are much more like American codes than others. 
The following discussion deliberately avoids going into such details. It is concerned merely 
with the main features of cartels and codes which, alone, are significant for our problem. 
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and much more than they probably would have done without cartelization. A 
similar stimulus was provided by their desire to secure a larger quota in 
future cartel negotiations. Furthermore, the heavy profits they made because 
of cartelization enabled them often to make these enlargements without 
requiting help from the open capital market; they could thus avoid the 
scrutiny which new investments floated on the capital market have to face. 
In addition, much money from the free capital market was attracted by the 
very fact that profits in cartels were more certain and often greater than in 
non-cartelized industries. And finally, since these cartels often did not in- 
clude all the firms in the industry in question, a further inducement for over- 
investment was caused through fights between cartels and outside firms, or, 
more often, through preparation for such fights. During the depression, 
through maintenance of prices, cartelized industries were usually powerful 
enough to keep their capital structure unchanged for a long time, even if it 
had been greatly over-expanded during the boom. This rigidity has greatly 
contributed to preventing the necessary adjustments from being made at the 
appropriate time. Thus, through repercussions on other industries, the de- 
pression probably went further than it would have gone in a free competitive 
system and was probably harder to overcome. 

A further cause leading possibly to an aggravation of booms and depres- 
sions was the attempt made by some cartels to secure stability. It has been 
claimed that through cartels of the German type a greater amount of 
stability may be achieved in the industry concerned. That may happen. It may 
even be possible that in a number of industries existing under such institu- 
tions, a certain measure of stabilization could be achieved. It would, how- 
ever, be a fallacy to believe that such “stability” in one, a few, of even many, 
industries means greater stability in the whole system. Such “stability” can, 
in the absence of government control and of a general investment policy, 
usually be achieved only through manipulation of prices. In the industries 
concerned, it implies greater price stability than would exist without carteli- 
zation, and a partial protection of profits, but ordinarily not stability of out- 
put and employment. During the depression, therefore, the non-cartelized 
industries would suffer increasingly, the more the cartelized industries aug- 
ment their rigidity. Because of their economic and political power, the latter 
could avoid, wholly or partly, reduction of prices. Possibly, a greater amount 
of “stability” for a few industries has, therefore, to be paid for by greater 
instability in production, employment, prices and profits for the rest of the 
body economic. Such “stabilization” achieved through independent action 
by individual industries would, thus, probably make the general depression 
more severe, as in the case of over-investments. 

The danger that American codes and agreements may work likewise 
results from their being comparable in certain respects to the German cartels. 
But there are very important differences, too. The German cartels, as has 
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been said before, hardly ever included the whole industry in question and 
were thus constantly faced with the consequential existence of outsiders. The 
American codes (not the agreements which, in this respect, are similar 
to the German cartels) are automatically valid for the entire industry by the 
President’s approval or prescription. The German cartels were, rightly, con- 
sidered institutions created to increase the profitableness of the business of 
their members; their policy was, therefore, entirely based on the special in- 
terests of the industry concerned. The American codes and agreements may 
function in a similar manner, but it is not inevitable that they will. The Na- 
tional Industrial Recovery act went one step further than the German devel- 
opment—a step extremely essential, and perhaps decisive just in this re- 
spect. The barriers which, heretofore, hindered the limitation of free 
competition and concerted action among entrepreneurs were removed. But, 
at the same time, the National Industrial Recovery act subjected the newly 
created “limited” or “regulated?” competition to government coöperation, 
supervision, and control. In Germany before 1933, the government did not 
succeed, except in a few cases, in gaining genuine and efficient supervision 
and control of cartels;* the formation of cartels in Germany was entirely a 
private matter of business enterprises without governmental coöperation of 
any kind. The government in the United States, however, has authority to 
interfere with the framing of the codes, with their functioning, and with 
their entire existence. 

(c) It is by no means certain yet whether the American codes and agree- 
ments will prove to be of less adverse effect on cyclical business fluctuations 
than the German cartels have been, and whether they will be likely to exert 
in due time, the much desired influence mentioned above under (a). This 
will depend, first, on the efficiency of governmental control and supervision 
and, second, on the interpretation of the National Industrial Recovery act 
with regard to monopolies. In regard to governmental control, no positive 
judgment is yet possible as to its eventual efficiency. Yet, not only theoretical 
considerations, but also experience in comparable cases (particularly in 
Germany), force us to be extremely sceptical of the practical achievements 
of such control bodies in meeting the most difficult and complicated eco- 
nomic problems. It will, in any event, take a fairly long time to build up a 
governmental body with experienced, well-informed, and unbiased officials 
with economic training, which could act efficiently. Moreover, industrial in- 
stitutions which are empowered to use concerted action and which interfere 
with free competition (in its usual meaning) necessarily add to the rigidity 
of the egonomic system. Only if there is strict and efficient governmental 


% In addition to the two compulsory cartels in coal and potash, the first attempt toward 
governmental] interference was the cartel decree (‘““Kartellverordnung’’) of Nov. 2, 1923. 
Further steps were taken during the depression in July, 1930, and December, 1931. The 
government was then partly successful in forcing prices down. 
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control, can they be trusted to make arrangements which may tend to smooth 
cyclical fluctuations and to insure greater stability in the whole economic 
structure. 

Closely tied up with the question of governmental control is the problem 
of monopolies. As mentioned above, the law very definitely states that, 
within the framework of codes and agreements, monopolies or monopolistic 
practices will not be permitted. The significance of this provision is as yet 
wholly uncertain and will be determined by the interpretation which the 
courts give this provision and by their definition of these terms. In this study, 
it would be of little value to speculate about the many possible ways of 
defining monopoly. Suffice it to say, that on the basis of the usual concep- 
tion of monopoly*® and of the previous attitude of the courts,” there can 
hardly be any doubt that a large number of codes as they actually have been 
approved by the President are characterized by monopolistic or, at least, 
semi-monopolistic features. They have authorized price fixing as well as 
control of production and productive capacity by code authorities for entire 
industries.*8 

The code-making practice hitherto followed is not decisive, however, in 
determining the final character of the codes which will result from court 
interpretation or from a new Act by Congress. Moreover, if the codes, out- 
side the labor provisions, are to make for greater economic stability, as they 
were supposed to do, the code authorities and the government must be en- 
titled, first, to influence output and productive capacity for entire industries, 
and, second, to interfere with, and in some cases fix, prices. It may be added 
incidentally that even the more obvious objectives sought by the codes, the 
abolition of cut-throat competition and the establishment of “fair competi- 
tion,” 
market conditions and, by so doing, interfere with free competition. 

Price setting by a group of producers, in itself, has lately been considered 
by the Supreme Court not to violate the anti-trust laws, 7.¢., to constitute 
monopoly, when a sizable amount of competition was still effective in the 
market.1° But with the codes, price fixing as well as regulation of pro- 
duction and investments would extend over the entire industry involved. 
It may still be possible to shape the provisions of the codes in such a way as 
to maintain a certain amount of competition. In most other cases, it will 
hardly be feasible to develop such methods of regulating prices, output, and 
investments, and, at the same time, to develop such efficient governmental 


* See, for instance, John Maurice Clark, “Monopoly,” Encyclopedia of the oe Sci- 
ences, New York, 1933, X, pp. 623 f. 

" For a very enlightening discussion see Milton Handler, “The National ladustrial Re- 
covery Act,” American Bar Association Journal, vol. xix (1933), pp. 551 f. 

* See, for instance, George Terborgh, Price Control Devices in NRA Codes, Brookings 
Institution, Washington, D.C., 1934. 

* Appalachian Coals, Inc. v. U.S., 288 U.S. 344, 53 Sup. Ct. 471 (1933). 





will probably also lead to some kind of manipulating of prices or. 
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control and supervision as not to interfere with the traditional American 
attitude toward freedom of enterprise. Unless a definition for monopoly 
be given which differs sharply from the usual conception hitherto held, it 
will scarcely be possible to use codes which .conform to the present provisions 
of the National Industrial Recovery act, to any great extent, in an attempt 
to smooth cyclical fluctuations. 

The problem thus poses itself whether definite efforts toward greater 
stability, the results of which are by no means certain, are preferable to the 
maintenance of traditional views concerning monopolies and free economic 
enterprise. Many would believe that it is highly doubtful whether monopo- 
listic or semi-monopolistic practices can be avoided at all, regardless of the 
character of the National Industrial Recovery act. They would feel that a 
definite, frank provision involving governmental supervision (at least in all 
instances in which a return to genuinely free competition does not seem 
practicable) would be preferable, by far, to the situation that existed before 
the National Industrial Recovery act became law. During that time, it proved 
more or less impossible to suppress monopolistic or semi-monopolistic ac- 
tions and agreements which, however, were carried on without any govern- 
mental control or influence. It may be added in respect to a policy of 
stabilization, that the fast increasing amount of integration of business 
would in itself make greater governmental supervision necessary. 


IV 


The foregoing discussion is meant to show in what way the provisions of 
the National Industrial Recovery act would have to be used, should a pro- 
gram of long-run stabilization be undertaken. This discussion, however, is 
not meant to suggest that such a use of the National Industrial Recovery act 
could easily be made and could easily be brought to a successful, satisfactory 
end. Moreover, in frequent instances it was pointed out how many difficul- 
ties such an economic policy would meet, and how much pressure and power 
would be necessary to put it into effect. Yet such considerations are not use- 
less. They at least show us in what direction we should bend our energies, 
and toward what goal our economic policy should be centered. They further- 
more make it clear how fallacious, even how dangerous, may be some scat- 
tered and ill-conceived measures of economic policy which are not based on 
a broad, inclusive view of our economic system. 

In summing up the potential significance of the National Industrial Re- 
covery act for long-run stabilization, the following propositions may be 
advanced: ; 

First, the National Industrial Recovery act alone will never be sufficient 
for stabilization purposes. It can only be one link in a whole chain of varied 
economic measures. 

Second, entire stabilization of our economic system will be impossible of 
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achievement unless the salient features of this system are fundamentally 
changed, Economic policy should strive for a development less disturbed 
than in the past by great dislocations and fluctuations. It should seek to adopt 
provisions designed to avoid or smooth such disturbances, and, if they have 
occurred, to assist the process of arriving at a new adjustment. 

Third, the National Industrial Recovery act may provide machinery to 
assist in such a policy. During a boom it may facilitate the adoption of an 
adequate policy of wages and, in addition, help to regulate the process of 
new investments by preventing investments which might later prove faulty or 
in excess of actual requirements. Similarly during a depression, it may become 
possible under the present National Industrial Recovery act to prevent the 
depression from spreading too far, by regulating wages better than in the 
past, and to aid the process of readjustment, to some extent. However, the 
most important and most effective of these measures can be adopted only if 
the present provisions of the Act are interpreted (or changed) in such a 
way as to permit regulation of production and productive capacity as well 
as fixing of prices—even if monopolistic practices are thereby involved. 

Fourth, although the National Industrial Recovery act may provide a 
mechanism suitable as one link in such a stabilization policy, the results to 
be hoped for will, at best, be very moderate in the near future. We still know 
so little about what the appropriate and necessary equilibrium of our system 
may be, about the forces which disturb this equilibrium, the time and place 
at which disturbances occur, and the place and magnitude in which they 
have occurred, that the proper measures to be adopted will be extremely 
difficult to determine and properly to time. Furthermore, it may frequently 
prove difficult, for political reasons, to put the measures, even if known, into 
effect. And finally, human behavior may prove to be a factor which is ex- 
tremely difficult to evaluate and still more difficult to influence. 

Fifth, the principles guiding this policy toward stabilization must be em- 
bodied in the entire economic policy of the country. Such an economic policy 
can be devised only if the findings of economic theory are observed much 
more closely than in the past and if, in addition, an ‘‘economic council,” or 
a board having such functions,.is continuously studying and analyzing eco- 
nomuc developments and advising the government. No generalizations are 
possible. To offer suggestions for measures in economic policy, each period 
must be studied on its own merits and all factors, economic, political and 
social, must be taken into due account. 

OTTO NATHAN 

Princeton University i 


THE RATE OF RETURN TO CAPITAL 


Analysis begins with a natural economy, but the final problem for a theory of profit or of 
interest is a ratio between sums of money. If we take capital to be money invested, we must 
reject any theory representing interest as the product or rent of a particular factor of produc- 
tion. But the productivity theory in any form fails to account for the general rate of return 
because it cannot prove that an increase of the aggregate physical product of society results 
in an increase of the aggregate of pecuniary return. The rate to be explained is an average 
of actual rates. For capital as money there cannot be a rate determined by a marginal in- 
crement. And the primary problem is the rate of the ‘whole net pecuniary return, not the rate 
of interest only, The latter cannot be marked off from the whole return, either as a specific 
product or as something determined definitely by time preference. The best approach to the 
problem of the rate of return is an analysis of the circuit flow of money. 


Capital to the business world is money invested or on the point of invest- 
ment; and the rate of profit or of interest is the percentage relation of an 
income, also in the form of money, to the sum invested.? This relation be- 
tween quantities of money is what economists seek to explain when they 
set forth a theory of interest or of profit, however divergent from common 
usage their definitions of capital and income may be. But while that is their 
goal, the starting point of their analysis is a “natural economy,” a world 
' of technological facts and subjective valuations, of “real” capital and “real” 
incomes. The relations between capital and income in the pecuniary form, 
and generally the values of our “money economy,” are supposed merely to 
reflect or correspond to what analysis reveals of those “real” quantities be- 
hind the “money veil.” But after all, money cannot be kept out of the 
analysis to make its appearance only at the end of the demonstration. To 
discuss quantitative relations between goods and services a standard or 
measure is needed, and one that is applicable to all these goods and services, 
no matter how diverse their physical nature may be. This measure cannot 
be the labor embodied in goods as in the Ricardian system or in Marx's 
great effort. It is generally agreed today, at least among economists of the 
English speaking world, that money is the only measure we have. 

But if money will not be denied recognition, we must exclude an inde- 
pendent influence on its part upon the fundamental forces to which analysis 
is limited. So usually and quite deliberately it is assumed that the value of 
money remains constant. Now this is an illegitimate use of the ceteris 
paribus method. To isolate the results of the action of factors we are study- 
ing, “other things” must be assumed to remain constant if changes in their 
‘amount would alter the results we are trying to discover. It is not legitimate 
to assume their constancy if this depends either on a definite action of the 
factors under consideration—thus restricting the conclusions of our study— 
or on chagges in the quantity of other factors capable of altering the results 
and, therefore, to be assumed to be constants. To suppose the quantity of 
money and its velocity of circulation to remain constant is advisable because 


1 “Money” throughout this paper is any circulating medium of exchange. 
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changes in these may modify values we have to consider. Indeed, it is only 
through changes in its quantity and velocity that money can have this effect. 
But to assume the value of money to remain unchanged is to suppose a ` 
definite relation maintained between the total quantity of goods and serv- 
ices, and the quantity and velocity of money. Quantitative facts in regard to 
goods and services, however, are part of the subject matter of a study of 
value and distribution, and it is not permissible to posit in advance that they 
must act in such conjunction with the forces determining quantity and 
velocity of money as to allow no change in the value of money. 

In the following discussion of the rate of return to capital, we assume as 
constant the total quantity of money and average velocity of circulation, set- 
ting aside the influence which changes in these might have as matter for an 
inquiry which should supplement the more fundamental theory. Both 
capital and its income we regard as money——not just values somehow evolved 
in the ‘‘real’’ events behind the “money veil’’——but as actual money. The 
relation between these sums of actual money is the problem set for the 
theory of profit and interest, and the relevant events involve the use of this 
money. Investment, for instance, is of actual money. And if investment is 
preceded or accompanied by saving, this is out of income of actual money. 
Another assumption we make is that investment is in production. Invest- 
ments in consumption loans and predatory enterprise, and such purchases of 
securities as do not transmit funds to productive industry but keep them 
churning in the speculative rapids, are set aside as secondary problems. 

Starting point and direction are given to our inquiry by the question as 
to the effect on the rate of return of an increase of capital and its investment. 
The general belief that it results in lowering the rate rests partly on observa- 
tion though, of course, there never was open to inspection a world in which 
our assumptions of constant quantity and velocity of money and of invest- 
ment exclusively in production, were realized. But as any other effect ap- 
pears improbable, we seem warranted in requiring of the theory of the rate 
of return that it demonstrate such an effect. At least we should regard with 
suspicion any theory suggesting the contrary effect or no effect at all. Now the 
productivity theory of interest, if valid, would satisfy that demand. It pic- 
tures the increase of capital as distributed over the entire field of industry 
so as to give everywhere the same marginal rate of return, a lower rate for 
each successive increment of capital. This marginal rate carried back to 
earlier investments then becomes the generally prevailing one. But difficul- 
ties for this theory appear when our approach is that given by the pecuniary 
concept of capital and income and our assumption of constant quantity and 
velocity of money. . 

One form of the theory our conception of capital leads us to reject at 
once. It is that which regards interest as the product of a particular factor 
or class of factors of production. If capital is money invested, the interest or 
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other income it receives cannot arise from only a part of the things pur- 
chased or hired by this money. It cannot be the product of “produced instru- 
ments of production” alone, or only the “rent” or “‘usance” of any class of 
material things, but is drawn also from the value contributed by labor and 
by anything else for which capital is expended. Capital buys or hires factors 
of production but is not one itself. It cannot be substituted for other factors 
in the productive process in the sense of increasing its ptoportion to these 
“other” factors, because to use capital is to use these “other” factors. If not 
capable of such substitution, the method of imputing marginal product 
cannot be applied to it. What happens evidently is that capital gets a share 
of the product of each factor. Or, if sceptical of the possibility of imputing 
specific product to every item for which capital is expended, we may say that 
in combination these factors and the materials on which they work yield the 
capitalist a surplus of product over their own combined cost.? Why their 
money cost falls short of the entire value of their finished product, leaving a 
surplus, and what determines the ratio of that surplus to the total money 
cost of the factors and materials, is our problem. 

The time-preference theory would solve the problem by making capital 
the value of the product discounted according to a rate of time preference, 
the discount constituting the income of capital. But, if that view is cor- 
rect, there is no room for a theory making productivity the direct determi- 
nant of the rate of interest. The rate is already there, before the product, and 
productivity can affect it only indirectly in so far as it affects time preference 
by its influence on the relative quantities of goods at different points of time. 
We shall later find reasons for doubting the time-preference explanation; 
but for the present let us rule it out just to give the productivity theory a 
chance, It will be necessary, however, to cast the latter in such a form as 
to make the income of capital appear, not as the product of a particular 
factor bought or hired by capital, but of the investment as a whole. This is 
evidently the significance of theories attributing to capital (or to the ab- 
stinence or “waiting” in which it originates) the function of maintaining 
productive factors in long round-about but, in the end, very productive 
courses-—the surplus of product over that of less round-about methods being 
capital’s reward. 

Some of the less careful formulations seem to assign to capital the entire 
advantage of round-aboutness or indirect capitalistic production, assuming 
the factors to be paid only what they could produce by direct, absolutely 
non-capitalistic methods. That would be giving the whole product to capital 


1 We regard as not being factors of production but as unfinished products on which the 
factors are employed, the raw material entering into consumers’ goods, part finished con- 
sumers’ goods, and the “finished” goods of this class in mercantile stocks. They constitute 
part of the investment of capital but their rôle in production is entirely passive. Also it may 
be noted that they present a tough problem for the theory of specific imputation. 
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and not paying the factors (labor, for instance) anything at all. For what- 
ever man in some dim long ago may have been able to get from Nature with 
his bare hands, today it would usually be just nothing. An entirely imaginary 
product, it cannot constitute a reserve price for labor in its bargain with 
capital. It is necessary, therefore, for a theory seeking some special product 
imputable to investment as a whole to attribute it not to change from alto- 
gether non-capitalistic methods to capitalistic, but to change from less, but 
still capitalistic methods, to more capitalistic ones. Not all investments, not 
even all profitably productive ones, are clearly of that character. It is a 
particular kind of investment only which the theory considers. We may, 
however, give it a wider range by including in investments leading to surplus 
product imputable to capital, all profitable investments in improved processes 
whether or not these involve an extension of the production period. This 
interpretation of the theory is open to the charge of evading the question 
whether any improved processes are possible without some extension of the 
average production period, and in general of disregarding the distinctive 
features of the theory as developed by Böhm-Bawerk and his followers— 
“the most highly developed theory in pure economics.’’* The very phrase we 
have been using, “change of method,” it may be charged, suggests transi- 
tions more abrupt than the gradual almost vanishing ‘“‘marginal’’ events 
the productivity theory throws on the screen. But passing over the sub- 
tler turns of the theory will after all not affect the outcome of the argu- 
ment. 

‘Because we are inquiring into the effect of an increase of capital on the 
rate of return, we assume that it is new capital, an addition to the world’s 
total, and not old capital re-saved out of gross income, that finances the 
improved processes. Such an increase of capital in itself, of course, does not 
add anything to the existing stock of productive resources or of product. But 
the theory supposes that it is used to employ some of the existing factors 
more effectively than they had been employed before. Its reward is that 
portion of the ultimate consumable product which is in excess of the old . 
rate of productivity. Not all of this surplus will necessarily be net income. 
Part of its value may be absorbed by a higher rate of remuneration for the 
factors of production, and if there has been increase of capital but no 
corresponding increase of the factors which capital may employ, the rate 
of remuneration must rise. This would lower the rate of return for all capital 
and not merely for that newly cteated and invested. But according to the 


"So designated by Hans Kirchmann, in his Studien zur Grenzproduktivitatstheorie des 
Kapitalzinses, a study of the theory as treated by Böhm-Bawerk, Wicksell, and Akerman. 
Wicksell and Akerman are both followers and critics of BOhm-Bawerk. See Wicksell, Vorle- 
sungen tiber Nationalökonomie, 1. Band, and his contribution to the third volume of Die 
Wirtschafistheorie der Gegenwart, and Akerman, Realkapital und Realzins. These three 
writers illuminate the process of production but seem less successful in their treatment of 
problems of distribution. 
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productivity theory it is the rate of return yielded by the new processes that 
sets the standard for all capital. 

Without at this point questioning that this may be demonstrated, let us 
examine the fundamental assumption that physical product makes a rate 
per cent of money capital. Can the increase of product by weight and tale, 
brought about by a particular kind of investment of new capital, exercise a 
direct effect on the general rate of return to capital? Of course, a rate can 
be calculated on the basis of values only, not of physical quantities of such 
incommensurable things as agents of production and their products. Physical 
increase of product must, therefore, lead to increased pecuniary return if it 
is to have any part in the matter. Increase of product in a particular industry 
may be expected to lower the price somewhat so that the rate of value in- 
crease is less than that of the physical. But in the sense of the productivity 
theory the increase of value product must be associated with, or caused by, 
physical productivity. If the value of the product rose for other reasons— 
through increase of demand, for instance, or through restriction of output— 
it would not be production at all. It is a crucial question, therefore, for the 
productivity theory whether money return and physical product move in the 
same direction, increase or decrease together, though at unequal rates. What 
will be the direction of change of the percentual rate which capital recetves 
is another question; but this rate can have no relation to productivity unless 
physical product and value product are associated. 

We assume that the new processes financed by new capital add to the 
total physical product of society, that the decrease of product at points or 
areas of withdrawal of factors for service in the new processes is more than 
compensated by their increased productivity in the new processes. That this 
always happens is not self-evident. But it is a possible case and taken for 
granted by the theory we are criticizing. Now this increase of aggregate 
product is not of itself an increase of aggregate gross money return to 
capital. There can be no increase of the aggregate return in money unless 
there is an increase of either the total stock of money or its average velocity 
of circulation, or a shift of a greater proportion of the total flow of money 
away from investment to payments entering the gross income of industry. 
And if no increase of aggregate gross return, there is also none of the net 
return which makes the rate per cent for which an explanation is sought, 
because increase of capital implies increased deductions from gross return 
to reach the net return. The productivity theory offers no proof that such 
augmentation of pecuniary gross return is caused by larger physical product. 

The significance of the common assumption of a constant value of money 
appears at this point. A constant value of money is impossible if product 
has been increased, unless money or its velocity has also been increased. If 
the increase of money flow were directed entirely to the purchase of the par- 
ticular product which has been increased, physical and value product at that 
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point would increase equally. If, on the other hand, the expenditure of the 
additional money is distributed over many products, the aggregates of money 
return and physical product would increase equally. In either case the situa- 
tion would be saved for the productivity theory, if it could but prove that 
the increase of money flow was the result of an increased production of . 
goods. But just to assume that the value of money remains constant, is not 
- proving a larger money flow. 

The theory fails to explain aggregate gross return and aggregate net 
return to capital and, therefore, fails to explain the average rate of return. 
It makes no difference whether physical product is greatly augmented or 
not at all, so far as the money sums which make the general rate of return 
are concerned, By its influence on the price level of consumers’ goods, pro- 
ductivity may indeed determine how much “real income” the capitalists’ 
money return represents. But as it will do the same for all other incomes, this 
has no specific bearing on the theory of the “share in distribution” going to 
capital. For a rate per cent got by a comparison of two money sums, it is of 
no consequence how much “real” wealth they respectively represent. ` 

It is not a valid objection to the above criticism that the productivity 
theory does not aim directly at explaining the average rate of return but ex- 
plains the marginal rate. It tries to go further, of course, and to demonstrate 
that the marginal rate tends to become the general one. In this effort, how- 
ever, it is obliged to resort to reasoning which, it will appear, is not allow- 
able when capital is regarded as money. The special rates earned by firms 
investing new capital in some change of method or extension of the produc- 
tion period are probably far from uniform. If these are to be called marginal, 
there is no general marginal rate. But in any case these special rates of 
return are temporary and get evened out by competition, and the rate result- 
ing is an average, not of marginal rates only, but of all rates. The rate for 
which theory must account is the equilibrium rate. This is the only general 
one and the only one properly the ‘subject of general propositions. To try to 
account for all the numerous and constantly changing individual rates would 
be violating the rule of mental economy to which scientific thought must 
conform. All that can be said of the individual rates is that they tend toward 
uniformity, that is, toward the equilibrium rate. But that is a weighted aver- 
age of those actually prevailing.* Capital will flow from points of lower to 
those of higher return until all the mobile part of capital receives just this 
average rate. It is the ratio of the aggregate money return to aggregate 
capital.’ 


t Weighted according to the size of the capitals receiving each rate. g 


* Mobility of capital is of different degrees. All capital is somewhat mobile except that 
which cannot earn its depreciation or renewal, and which, therefore, is doomed to extinction 
and is out of the reckoning. The slower moving capitals and those invested in things not 
quickly duplicated may be getting positive or negative quasi-rents. There are capitals too 
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The equilibrium rate, however, cannot be a marginal rate, the rate of a 
last increment of capital, forced back on the earlier increments and thus made 
the general rate. Marginal return can be imputed only to factors of produc- 
tion employed by capital but not to capital itself. When obliged to remuner- 
ate each factor at a uniform rate, capital will refuse to employ a marginal 
increment and pay it in proportion to the supposed addition to the value of 
the total product, unless the same rate of pay—lower than prevailed before— 
can be extended to all the earlier units employed. Probably the reduction in 
the general rate of remuneration takes place before the marginal outsider 
gets employment at all. The reduction in payment to the total of the earlier 
units employed would constitute a rent for some other factor or combination 
of factors. But capital as money has no employer who can vary its propor- 
tion to other things which he employs. Capital itself is the only employer. It 
looks for the highest rate of return it can get, for higher rates and not for 
decreasing marginal rates; and thus there is movement from industry to 
industry until all mobile capital gets the same rate, the weighted average of 
all the individual rates of return. This is the inevitable conclusion if capital 
is seen to be money used for investment and its income also to be just money. 

There is another objection or set of objections to our discussion of the 
productivity theory. Throughout, the subject matter is taken to be a “rate of 
return to capital,” not the rate of interest, which alone the theory professes to 
explain. And this, beside misrepresenting the theory criticized, is treating 
the problems of distribution in the wrong order. The productivity theory of 
interest, so the objectors may plead, starts with what should come first. 
Whether capital in addition to interest may receive “pure profit” or other 
winnings is another story to be told later. Analysis has broken up the too 
inclusive classical concept of “profit on capital,” and we must not again 
throw interest and profit together in a heap and make that the starting point 
of discussion. “It just isn’t done.” Certainly fashion is on the side of the 
objectors. In the college texts the chapter on interest gives the impression 
of a final treatment of the income of capital, calling it interest, explicit and 
implicit. But then comes the chapter on profits (as an epilogue to the whole 
subject of distribution) in which the undergraduate may learn that there 
is another income to capital called “pure profit” or just profit. He may, how- 
ever, be so fascinated by the colossal figure of the captain of industry that he 
fails to see that wages of management are not profits, and that the entre- 
preneur assuming business risks is risking capital and nothing else. That, 
therefore, it is again capital whose income is under consideration. But it 
appears appropriate that profit should come after interest if it is just a 


which could move but do not because they are enjoying monopoly gains. They control en- 
claves not open to other capitals and their rate of return is not subject to the evening out of 
competition, They must be classed, therefore, as immobile. The equilibrium rate is the 
average rate of mobile capital. 
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residual after costs are paid and if interest is a cost. And when we turn from 
elementary texts and general manuals to the most severely abstract exposi- 
tions of distribution based on marginal productivity, we see the residual 
vanish altogether. In the state of equilibrium, we are told, competition has 
leveled gross return down to costs, and profit is zero. But interest remains be- 
cause it is a cost. 

Now here let it be interjected that if we accept this picture of a profitless. 
world, we need merely substitute the word “interest” for “net return to 
capital” in our discussion of the equilibrium rate and our contention that | 
this is an average rate, not a marginal one, and that productivity has nothing 
to do with it, still holds. But equilibrium is never reached and it is well not 
to assume that it is even in a “first approximation” treatment of our prob- 
lem. Returning, therefore, to a point nearer reality, let us raise the question 
whether the classification of interest as cost, giving it precedence of treat- 
ment over profit, is justified. Can interest really be differentiated in that 
way? Is it any less residual, or more cost than profit? If the term “cost” is to 
be applied to any element of the “supply price” of a commodity, then both 
“pure profit” and interest are costs—opportunity costs for every industry. 
But if, as seems preferable, we use it to designate money not drawn from 
gross return but paid out of capital, neither interest nor profit is cost. Of 
course the interest and profits received by the earlier segments of an industry 
not integrated, are costs for the later segments, but each derives its interest’ 
and profit from its gross return. Deduct from this the costs incurred and 
you get the “net return to capital,” a residual of which interest forms a part. 
It is the “profit on capital” of the classical economists with wages of man- 
agement deducted. | 

The special problem of the rate of interest is what determines how large 
a part it forms the rate of net return to capital. But that problem comes after 
the major problem of the whole return. The usual order of treatment must 
be reversed. It is the whole return which makes interest possible and the 
rate of this whole return is a determinant of the rate of interest. Its division 
into interest and other incomes of capital is much affected by the financial 
policy of corporations choosing between different classes of securities for 
the means of obtaining capital. The large variety of these—with the transi- 
tion from the best secured debtor obligations to the most speculative of 
shares so gradual that one may be puzzled to know what to call interest 
and what profit—are but different ways of apportioning chances of getting 
part of the total net return, In other words, they are ways of dividing risk, 
and all capital invested incurs some risk. Questions of security and in- 
security, therefore. Productivity has nothing to do with it. There is no 
definite part of the product imputable to capital as such but marked off from 
the total return as interest. And anticipating conclusions of our discussions 
of the time-preference theory we may declare that time preference also 
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cannot mark off as interest any part of the whole net return. If neither the 
productivity theory of interest nor the time-preference theory is valid, there 
is no rate of interest determined independently of the whole return to 
capital. That whole return is the fundamental problem for a theory of the 
rate of income oh capital. 

But how is the problem to be solved? As the rate in question is an average 
indicated by the percentual relation between two pecuniary aggregates, will 
not the most promising approach be through a description of what may 
appropriately be called the “circuit flow of money’’?® Of that flow these 
aggregates are a considerable part. A mere description of the flow may appear 
to be only a statement of the problem and of little advantage to those ac- 
customed to think of the total flow in all its circuits as only the counterpart of 
movements of goods and services. But it reveals values necessary to the 
calculation of the rate which the usual analysis, based on the assumption of a 
purely passive rôle for the money flow, has not accounted for or even 
referred to. In view of the failure of the productivity theory and the obvious 
incompleteness of the abstinence theory, and assuming for the present that 
the time-preference theory need not be considered, it is here suggested that 
a simple mathematical solution of the problem, the values for which a 
description of the circuit flow will disclose but not explain, might be ac- 
cepted provisionally. And are not all of our theories provisional? As, how- 
ever, one proceeds to map out the circuit flow, facts appear which may 
contribute to a fuller explanation. They are facts which analysis of the 
“natural economy” might also disclose or has already disclosed. No veto 
on the study of the natural economy is proposed—only the different line of 
approach given by study of the circuit flow of money. 

But to trace that flow in all its ramifications is not easy and will not be 
attempted here. Only enough to indicate certain possible inferences. The 
natural point of departure is the division of the total money flow into in- 
vestment and consumer spending. If all industries were fully integrated, the 
money spent by consumers would be the aggregate gross return to industry. 
To get the net return, some deductions would have to be made. And here 
certain technological facts of capital turnover determining some of the cir- 
cuits of the money flow appear. The “life” of a machine or a building, for 
instance, determines the proportion of its value which must annually be de- 
ducted from gross return and re-saved. Another aspect of the technological 
situation enters even more directly into the making of the rate of return and 
that is the time interval between investment and the receipt of income from 


s A circuit flow because most money, being durable, may return to positions it has oc- 
cupied before, completing circuits again and again, whereas in the flow of goods the consti- 
tuent elements move in one direction only, never doubling on their courses, and then dis- 
appear. In using the phrase given such a vogue by Foster and Catchings there is no intention 
of following them in their description of the flow or the conclusions they draw from it. 
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it. It determines what rate per annum a certain net income stands for." 

Now if we could assume besides integration of industries, an average 
investment period or time interval between investment and its return, and 
also complete mobility of capital, we should have a comparatively simple pic- 
ture of the circuit flow and the forces determining the rate of return to capi- _ 
tal. As a “first approximation,” it may have some value. But drop any of 
these assumptions and matters get terribly complicated. Because, for in- ` 
stance, industries‘are not fully integrated, all investment is capital, but part 
of it is also gross return paid to the earlier segments of an industry by the 
later. The simple division of the total money flow into two great “funds” 
must give way to more detailed analysis. To follow the course of the circuits 
of money calls for a study of the composition of investment, of the kind of 
things for which capital as money is given, as determined by technological 
and financial considerations and arrangements. It may be inferred that in- 
crease of the aggregate of capital, if total money and its velocity remain un- 
changed, will lead to a lower average rate of return, but that the composition 
of capital investment may have considerable influence in determining how 
far this may go toward extinguishing the rate altogether. And of course the 
whole inquiry needs to be supplemented by a consideration of the effect of 
changes in the volume of that total money flow which we have assumed to 
remain constant. 


The time-preference theory remains to be examined. Unlike the pro- 
ductivity theory, it can stand discussion in pecuniary terms without suffering 
immediate damage. Although regarding preference for presentfover future 
consumers’ goods, or the satisfaction derived from them, as fundamental, 
present and future sums of money may represent these goods and satisfac- 
tions. In any case the actual choices between present and future relevant to 
our problem are between sums of money. The preference for having goods 
or money at one time rather than another would enter whenever there is a 
giving up of present for future money. But the conditions under which time 
preference may enter are not quite the same at every stage in the journey of 
capital from its first appearance as savings to its final investment or payment 
for factors of production. We may designate three stages. First the birth of 
capital in saving. Investment follows saving though there may be consid- 
erable delay. Investment, however, may sometimes accompany and, in a 
sense, even precede saving in the case of those who, receiving their income 
at intervals (monthly or quarterly), draw on income just received to take up 
some attractive investment and thus are compelled to reduce consumptive 
spending until the next installment of income arrives. But the usual order 

™The reference to technological facts of depreciation and time intervals as determinants 
of what rate per annum is given by a certain gross return does not rehabilitate the produc- 


tivity theory. It is still true that the gross return in money is not determined by quantity of 
physical product and that it is money return which makes the rate of return. 
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is saving continued for some time, an accumulation of savings, before in- 
vestment takes place. Investment is divisible into general investment, 7.e., 
investment in a business firm as a whole, a payment into its general fund, as 
"when its securities are purchased, and specific or detailed investment, the 
use of funds for purchasing or hiring factors of production and materials. 
These two kinds of investment occupy respectively the second and third 
stages in the journey of capital. Capital not saved but created by the com- 
merical banking system does not appear in the first stage. Capital saved out 
of net income by corporations, and capital employed by its saver in a busi- 
ness managed by himself, do not appear in the second stage. 

. Now it is only in the third stage, in the purchase and hire of things used 
in production, that time preference could be supposed to determine the 
amount invested by discounting the gross return of business, that is, to pur- 
chase at a discount entire future income, as represented by the theory in 
question. In the first and second stages, on the other hand, it is net income 
calculable as a rate per cent that is purchased, and the amount invested is 
determined by reaction to an objective rate of return. The mathematical 
process may be called capitalization in distinction from the process of dis- 
counting employed in the third. In all three stages time preference is sup- 
posed to be present, but only in the third does it originate an objective rate, 
the basis of the rate offered to saver and general investor, without which the 
subjective rates in the earlier stages cannot operate. For guidance to saver 
and investor in the first two stages it is, however, a matter of indifference 
how the objective rate was made. If time preference did not operate at all 
in the conduct of industry, that is in the third stage, but was operative in 
saving and general investment, the time-preference theory could account for 
the quantity of capital only. Complete explanation of the rate of return 
would then require the aid of a theory demonstrating the influence of quan- 
tity of capital on the rate. It is often sought in a combination of time-prefer- 
ence theory (perhaps then called abstinence theory) with the productivity 
theory of interest—on the silent assumption that time preference does not 
enter the third stage. 

If, however, time preference does enter there decisively to make a rate, as 
the time-preference theory in its most comprehensive formulation must hold, 
there is no room for a productivity theory. Productivity could not make a 
rate of interest differing from that set by time preference. The gross income 
which is discounted is a future, not definitely known, income. The actually 
realized rate of return, perhaps because of an unforeseen rate of physical 
productivity, might be larger or smaller than the anticipated rate—that is, 
the tinft-preference rate. But excess or deficit of rate, in the view of the 
time-preference theory, would be “pure profit,” positive or negative, and 
probably temporary. If the larger rate were expected to continue, “capital” 
would be revalued, a gross return different from the one originally antici- 
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pated being discounted at the time-preference rate.* The time-preference 
theory may, therefore, admit productivity as accounting for the whole return 
to capital including pure profit (when equilibrium has not been reached) 

but not for the rate of interest. That is set by time preference. The time- 
preference theory might admit any explanation of the rate of the whole 
return to capital based on the idea that quantity of capital is a direct determi- 
nant of that rate—such an explanation, for instance, as analysis of the circuit 
flow of money may suggest—but not as accounting for the rate of interest. 
It cannot admit the idea of the rate of the whole return to capital determin- 

ing the rate of interest and, constituting, therefore, the prior problem for 
economic theory. Time preference, it holds, marks off from the whole return 
to capital a definite proportion as interest, and it does not matter how large 
the whole return may be, The theory professes to explain only the interest 
rate but, in that field, it can consistently tolerate no rival. This exclusive rôle, 
however, requires that it prove that time preference really enters in the third 
stage as a rate which, in conjunction with the time-preference rates of savers 
and general investors, determines the quantity of capital. 

Does time preference enter into the process of buying and hiring agents 
of production and materials? If it does, how are we to explain the fact that 
agents engaged in a long job do not have their remuneration increased from 
time to time as the job. approaches completion? Or how explain the uni- 
formity of prices of factors and materials used in different industries and, 
therefore, at different time intervals from their completed consumable prod- 
uct? And whose rate of time preference is it that enters? In the case of cor- 
porations, the hiring of factors is done by employees. They are not using 
their own capital. Their personal rate of time preference can be of no con- 
sequence and they do not know that of the owners of the business. Or are 
they governed in their bargaining with factors of production and dealers in 
necessary materials, by the interest rate on loans contracted, and thus indi- 
rectly by the time preference of the creditors? If they have borrowed funds 
created by commercial banks, there is, of course, no time preference in ques- 
tion. But even in the case of funds acquired by the sale of bonds, is. it not 
more reasonable to suppose that having borrowed, they will make the best 
possible use of them, even though the rate of return is less than that called 
for by the contract? If the borrowed part is not too large a proportion of the 
whole capital of the firm, solvency may still be maintained. What they will 
pay for productive factors and materials will depend on the prices prevailing 
and these-——the general level of them—will depend on how much capital 
there is in industry, as against the quantity of factors and materials offered 
for sale or hire.® And the same will be true of those managing tleir-own 

"It would, however, as suggested by Irving Fisher, be a time-preference rate differing 


from the one previously in force because of the change in quantity of product. 
°” Why do not time-preference theorists apply to the things for which capital funds ‘are 
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invested capital. Their rate of time preference might have influenced the 
quantity they have saved; but, once in business, they do the best they can 
even though the rate realized does not meet their original expectations. If 
their personal rate had an influence on what they pay, there would be the 
greatest diversity of price for factors and materials. Like incorporated in- 
dustry, however, these individual capitalist-enterprisers simply pay the prices 
of the market. We may conclude then that the aggregate capital reaching 
the third stage acts directly to determine the general rate of the whole return 
to capital. And that rate helps to determine the rate of interest. There is no 
definite part of it sliced off as the interest rate by time preference. At least 
not at the third stage. 

If the time-preference theory retreats to the second stage to find there the 
explanation of the interest rate, it has surrendered exclusive jurisdiction. It 
then requites the aid of some theory of the rate of return in industry (the 
third stage) because the time preference rates of savers and general investors 
cannot act in vacuo. A combination of theories—one to explain demand for 
capital, the other, the time-preference theory, the supply—readily suggests 
itself. Thus the loan market is pictured as the scene of the interplay of de- 
mand and supply. This market, to be sure, is not the entire area of the second 
stage, nor the only entrance to industry for capital. There is the stock market 
also, to say nothing of capital which reaches industry directly and does not 
pass through the second stage at all. But in the loan market we see a “‘con- 
tract” or “explicit” rate of interest formed and any other rate of interest, any 
“implicit” rate, has only a doubtful theoretical existence. The important 
question, however, at this point of our discussion is whether time preference 
really determines the supply of capital in this market, or, indeed, anywhere 
in the second stage. Part of the capital appearing is created by the commer- 
cial banking system and no rate of time preference is discernible there. A 
large part is entered by financial middlemen whose personal rate of time 
preference has no effect. And of the rest of the capital, it may be said that 
the larger part once saved will be invested whether it can get the rate of time 
preference or not. If capital once saved is held back, it is because of consid- 
erations of risk, not of time preference. The only part of the capital which 
is saved, in the investment of which a personal time preference might have 
some influence, is that invested as it is saved or before, if saved to seize some 
tempting opportunity. | 

We may conclude, therefore, that if time preference plays any part, it can 
be only at the first stage, in the birth of capital through saving. That might 
be no mean rôle; for most of the capital thus started, joined by what com- 


spent, the formula by which they account for the omnibus price level, instead of trying to 
explain their prices as the discounted value of their product? Why not take that part of MV 
+ M’V’ which is used as capital, and that part of T consisting of factors and materials, to 
get the general price level of these things? 
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mercial banks create, goes to form that aggregate investment which deter- 
mines the rate of return in industry. If however, we wish to attribute real 
importance to time preference or some such subjective factor, we must think 
of saving and maintenance of capital as response to an expected rate of re- 
turn, which rate may be that of the loan market or something larger and 
more speculative known or imagined to exist. But the idea of capital in- 
creasing and decreasing with the rate of return as represented by time-prefer- 
ence and abstinence theories has come in for a considerable amount of scepti- 
cal comment. There is pretty general agreement now that whatever the effect 
of a rise of the rate may be, a fall will not lead to consumption of capital al- 
ready saved, will not even cause cessation of further saving, but, at most, a 
diminished rate of increase of the capital saved. 

And that suggests a problem. If increase of capital leads to a lower rate 
of return but a fall of the rate does not stop the increase of capital, what is 
there to avert complete extinction of all return? How is excess of capital 
prevented? The theories of the subjective determinants of saving, the time- 
preference and abstinence theories, can give no acceptable answer to the ` 
question, We venture to suggest that it be sought in a study of the circuit 
flow of money. That will show how a vast arnount of capital may disappear 
in other ways than through the deliberate consumption of what has been 
saved by those dissatisfied with a low rate. A time of depression presents an 
abundance of material for such study. 


G. A. KLEENE 
Trinity College 


MONETARY AND BANKING LEGISLATION IN CANADA, 1934 


The recent revision of the machinery of the Canadian banking system was one of un- 
usual importance. Canada has effected the periodic revision of the Bank act and established 
a central bank, 

The Bank of Canada is a privately owned institution designed especially to serve the 
public interest. It will correlate the heretofore independent elements within the system; it 
will formulate and execute the monetary policy of the Dominion; it will be responsible for 
the care of the monetary gold reserves and gradually assume the sole right of note issue. The 
establishment of the Bank necessitated major changes in the powers of the Department of 
Finance and of the chartered banks. 

The following article outlines the preliminary proceedings and reviews the Bank act un- 
der which the chartered banks will operate for the next ten years, the Bank of Canada act 
which establishes the Bank of Canada, the Quebec Savings Banks act, and other legislation 
providing for the discontinuation of the Dominion note issue and the rediscount facilities 
of the Department of Finance, 

The sixth revision of the Canadian Bank act was due in 1933. Because of 
the severity of the depression and of the special problem which surrounded 
the revision, the Bank Charters Continuation act was passed extending the 
charters of the banks until July 1, 1934. The government decided that in the 
meantime a thorough examination of the financial equipment of the country 
should be made. 

The Macmillan Commission 


On July 31, 1933, a Royal Commission on Banking and Currency of five 
members was appointed to make a detailed examination of the banking sys- 
tem and to inquire into the advisability of establishing in Canada a central 
banking institution. The Commission was composed of Lord Macmillan, 
eminent British jurist; Sir Charles Addis, a prominent British financier and 
a director of the Bank of England from 1918 to 1932; Sir Thomas White, 
vice-president of the Canadian Bank of Commerce and war-time Minister 
of Finance; Mr. Beaudry Leman, general manager of the Banque Canadienne 
Nationale and Mr. J. E. Brownlee, able attorney and then premier of the 
Province of Alberta. Lord Macmillan was appointed chairman of the Com- 
mission. The Commission analyzed first, the efficiency of the banking and 
monetary equipment working within the limits of its constitution and, sec- 
ond, the adequacy of the equipment in meeting the needs of the country. 
The Commission travelled from coast to coast holding public hearings in 
the important centers. Its report was completed on September 27, 1933. 

In respect to the commercial operations of the banks, the Commission 
concluded that "the Canadian banks give admirable evidence of security, 
efficiency and convenience,” It did, however, make some recommendations 
concerning the major problems presented to it. It recommended the repeal 
of Sectipn 91, 1, which stipulated a 7 per cent interest charge which it was 
alleged the banks had evaded. It had heard many complaints from farmers 

* Report of the Royal Commission on Banking and Currency in Canada, 1933. Mr. J. E. 


Brownlee dissented from the opinion of the other members of the Commission and con- 
tended that the 7 per cent maximum should be retained. 
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who were irritated and annoyed by the banks’ practice of taking notes for 
three or four months when the loans were not expected to be paid for six 
or twelve months. The Commission, however, recommended that this matter 
could be better adjusted by moral suasion than by legislation.? It suggested 
that the banks should carefully consider the advisability of eliminating col- 
lection charges on checks and recouping themselves for this service in a way 
more convenient to their customers.* Many objections had been made to the 
high rate of interest charged provincial governments, municipalities and 
school boards; and more radical critics had suggested that the government 
should issue Dominion notes to finance these bodies. The Commission did 
not consider that excessive rates were being charged and held that the gov- 
ernment would embark on a dangerous policy if it were to undertake the 
support of the governing bodies as suggested.* 

Much criticism had been directed against the banks for the alleged in- 
fringement upon the business of the investment bankers. The Commission 
reported that it “could not fail to be impressed by evidence of abuses.” It 
strongly urged upon the banks the necessity of extreme care in security deal- 
ings.” 

Another matter brought forcefully to the attention of the Commission was 
the fact that many bank directors were also directors of other large industrial 
and financial concerns, and it was alleged that such corporations were fav- 
ored to the detriment of individual customers engaged in agriculture and 
other primary industries. The Commissioners found no evidence of dis- 
crimination and pointed out the desirability of having men of wide and suc- 
cessful business experience on the boards of directors of the banks. It recom- 
mended, however, that those banks without by-laws preventing their 
directors from being present at meetings of their boards when loans in which 
they were otherwise personally interested were being considered, should 
have such by-laws.’ 

The Commission suggested that a more equitable distribution of bank di- 
rectors as to the East and West might allay the feeling of the West that their 
interests were being subordinated to those of the East.® It did not consider 
that bank profits were excessive or that any adequate reason had been ad- 
vanced either for making the bank charters perpetual or for reducing their 
length.® It recommended that Section 95 of the Bank act, which had the 
effect of preventing married women in Quebec from depositing more than 
$2,000 without the consent of their husbands, be amended to remove this 
limitation.” 


? Ibid., p. 74. Ibid., p. 78. 
3 Ibid., p. 74. * Ibid., p. 78. 
*tIbid., p. 75. ° Ibid., p. 79. 
5 Ibid., p. 77. * Ibid., p. 79. 


° Ibid., p. 78. 
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The problem of the need for a central bank was the important one for the 
Commission. It was impressed “by the absence in Canada of any single bank- 
ing institution which, while linked by its activities with national finance and 
commerce, is nevertheless detached by its constitution and the temper of its 
administration from the ordinary pursuits of commercial banking.” ™ Most 
of the Canadian bank executives were of the opinion that a central bank 
could do no more than was already being done by the banks and the Finance 
act. l 

The Finance act is an extremely important instrument in the Canadian 
banking system. It was passed as a war emergency measure in 1914 to pro- 
vide a means whereby the banks could increase their cash reserves by borrow- 
ing from the Treasury upon pledge of approved securities. This arrangement 
was made permanent in 1923. No specific gold reserve was required for 
Dominion notes issued under this provision. All such notes are legal tender 
and the banks were privileged to present them for redemption when their 
need for gold for export arose. By this act the responsibility for credit con- 
trol was placed directly upon the Treasury Board, a body composed of the 
Minister of Finance and five other ministers with the Deputy Minister of 
Finance as secretary. 

Canada returned to the gold standard in 1926; and by the close of 1928 
the lack of competent management of the facilities afforded by the Finance 
act forced the government to restrict the free operation of the gold standard, 
and Canadian money was discounted on the foreign exchanges. 

By a majority the Commission concluded that Canada was in need of a 
central bank to remove this weakness in the Finance act, to control and de- 
fend the external value of the dollar, to codperate with other central banking 
institutions, to influence the general level of economic activity and to give 
expert and impartial advice to the government." It suggested the main fea- 
tures of the constitution of the proposed bank but warned that such an insti- 
tution should not be expected to cure all the economic ills of the country. 


The Parliamentary Committee 


The Bill to establish a central bank in Canada was drafted closely along ~ 
the lines suggested by the Commission. 

The Bill to renew the bank charters went further than the Commission’s 
recommendations in attempting to avoid any possibility of abuses arising 
from interlocking directorates and the concentration of banking power. The 


4 Ibid., p. 61. 

n A Canadian Banker, “Does Canada Need a Central Bank?” Reprinted from the Finan- 
cial Post, Toronto, Ontario. 

ZC. A. Curtis, “Proceedings of the Canadian Political Science Association, 1930,” 
Jour. of Pol. Econ. June, 1932. 

“Sir Thomas White and Mr. Beaudry Leman dissented from the conclusion of the Com- 
mission, ° 
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important changes are in respect to the establishment of the Central Bank. 
The Bills were thoroughly considered by the Select Standing Committee 


on Banking and Commerce.** This Committee consisted of fifty members 


representing all political parties in the House. Most of the discussion cen- 
tered upon the problems of interlocking directorates, the banks’ policies in 
respect to the depression, government guaranteed loans to the Canadian 
Pacific Railway and the Wheat Pools, the overexpansion of the pulp and 
paper industry and the dealings of the banks in securities. 

Evidence was given by bank executives, leaders of industry, investment 
bankers and officials of the Department of Finance. There was a strong de- 
mand for nationalization of the banking system. A prominent witness was 
Major C. H. Douglas who confused rather than convinced most of the Com- 
mittee and some of his own supporters. 

The prolonged discussions of the Committee did not result in any funda- 
mental changes being made in the Bills. The Bank act was assented to on 
June 28, 1934, and the Bank of Canada act on July 3, 1934. 


The Bank Act of 1934 


The important changes in this Act concern the following titles: the issue 
and circulation of notes; insolvency; the reserves; annual and special state- 
ments; the business and powers of the banks; the returns; and prohibited 
business. 


Issue and Circulation of Notes 


After the Bank of Canada begins business the chartered banks’ note-is- 
suing privileges will be restricted and their notes gradually replaced by notes 
of the Bank of Canada. The facilities of the central gold reserves and the 
crop-moving privileges will be removed.7* A bank’s maximum issue must 
not exceed the amount of its unimpaired paid-up capital; and on the first day 
of January in each year for a period of five years commencing in 1936, the 
maximum shall be reduced by 5 per cent. On the first day of January in each 
year for a period of five years commencing in 1941, the maximum shall be 
reduced by 10 per cent and thereafter, until Parliament further enacts, shall 
not exceed 25 per cent of the unimpaired capital.” 


Insolvency 
Along with the restriction of the note-issuing privileges of the banks, 
there is provided a corresponding reduction in the super-added liability of 
shareholders, In the event of insolvency this liability of a shareholder, in 
addition to any amount unpaid upon the shares held, will not bear ¢ greater 
3 Minutes of Proceedings and Evidence, ‘The Select Standing Committee of Banking and 
Commerce, Bureau of Public Printing, Ottawa, Ontario. 


The Bank act, 1934: Sec. 61 (1). 
* Thid, Sec. 61 (2). 
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proportion to the par value of the shares held, than that proportion of the 
amount of notes which the bank is authorized to issue bears to the paid-up 
capital of the bank.** 


Reserves 


The present reserve regulations stipulate that the banks hold in Dominion 
notes not less than 40 per cent of their cash reserves which they have in 
Canada. On and after the date the Bank of Canada begins business, these 
requirements will be repealed. Thereafter, the banks will be required to 
maintain a reserve which shall not be less than 5 per cent of its deposit 
liabilities within Canada. These reserves must consist of a deposit with the 
Bank of Canada and of notes of the Bank of Canada held by the banks. 
Against liabilities outside of Canada, the banks are required to keep ade- 
quate reserves with the Bank of Canada or elsewhere. The amount of such 
reserves is not specified.’ 

An interesting feature of these provisions is the permission given to the 
banks to count as reserves the notes of the Bank of Canada which they hold. 
This privilege is not given to member banks of the federal reserve system. 
It gives added elasticity to the note issue of the Bank and makes the reserve 
a real one-one of use in time of need. 


Business and Powers of the Banks 


A number of restrictions are placed upon the powers of the chartered 
banks in an effort to prevent abuses arising from interlocking directorates 
and alleged monopoly. The banks are now prohibited from lending more 
than 5 per cent (formerly 10 per cent) of their paid-up capital to a director 
or to a firm or corporation whose president, general manager or directors are 
partners or shareholders, without the approval of two-thirds of the directors 
present at a board meeting.?° When a loan in which a director of a bank is 
otherwise personally pee is being considered by his board, he must 
not be present.* 

The name of a bank may appear only on a prospectus issued by the Do- 
minion or Provincial governments, a municipality, a limited list of public 
utility companies or in connection with a government guaranteed security.” 
It is claimed that many persons have bought low-grade securities thinking 
the name of a bank on a prospectus to be a strong recommendation. 

The banks are specifically prohibited from charging, taking, receiving or 
exacting any rate of interest or discount exceeding 7 per cent, but exception 
is made for minimum charges for small loans.” The banks had been charged 
with evading former Acts in this respect, but they defended themselves with 


1 Tbid, Sec. 125 (2). 2 Ibid., Sec. 75 (3). 
Thid., Sec. 59 (4). = Thid., Sec. 75 (2) (g). 
* Thid., Sec. 75 (1) (£). * Thid., Sec. 91 (1). 
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a decision of the Privy Council (McHugh vs. Union Bank of Canada, 1913). 
The Macmillan Commission by a majority considered any such restriction 
inadvisable and recommended its repeal.”* The government, however, saw 
fit to retain it and to express its meaning in definite terms. This provision has 
no immediate effect, for since May 1, 1933, the banks’ charges have not been 
in excess of 7 per cent. 

The principal change in the Act tending to liberalize credit facilities pro- 
vided for loans for the purchase of binder-twine upon the security of the 
crop grown by the borrower and about to be harvested.?> This will be of 
doubtful advantage to farmers who have generally obtained accommodation 
if their crops were not already covered with prior liens or when farm loans 
were made practically impossible because of debt relief legislation. 


Annual and Special Statements: The Returns — 


Various changes have been made in the sections providing for the form of 
the annual and special statements to the shareholders and the annual returns 
to the Minister of Finance. The changes are designed primarily to secure 
uniformity between the annual and monthly returns, to classify some pro-: 
visions and to give more detailed classifications of assets and liabilities. The 
annual return to the Minister of Finance must contain the name and address 
of each director and a list of the firms, companies and corporations of which 
each is a director or partner.* The annual returns must be presented to 
Parliament by the Minister of Finance.” 


=~ 


Miscellaneous Amendments 


Heretofore, the curator of the affairs of a bank which is forced to suspend 
payments has been appointed by the Canadian Bankers Association. The Act 
now provides that the curator shall be appointed by the Minister of Fi- 
nance.* | 

On the recommendation of the Macmillan Commission married women in 
the Province of Quebec are given unlimited right of deposit without the 
consent of their husbands.?? . 

A change is made in the section providing for the Shareholders’ Audit. 
Auditors have not been permitted to accept any other duties for the bank, 
and this prevented them from being engaged to examine the accounts of a 
borrower from the bank. Auditors can now accept only such other duties for 
the bank as arise out of any situation connected with the affairs of the bank.*° 

To make effective the new provisions, many changes in respect to penalties 
for violation of the Act have been made. On the whole, the revision of the 


“The Report of the Royal Commission on Banking and Currency, pp. 72, 73. 
* The Bank act, 1934, Sec. 88. = Ibid., Sec. 2 (e), Sec. 117. 

" Thid., Sec. 113 (2). * Thid., Sec. 95. 

= Ibid., Sec. 114 (12). © ™* Ibid., Sec. §5°(17). 


pa ANN a 
manue Ne ct RR ar RR RY eaa. 


1935] Banking Legislation in Canada, 1934 79 


Bank act, while tending toward greater supervision and control, reflects the 
conservatism traditional in Canadian banking legislation. 


The Bank of Canada Act 
The Bank of Canada act, assented to July 3, 1934, establishes a central 
Bank of Canada. It is named the Bank of Canada and is given a permanent 
charter. It will commence business at a time to be fixed in its certificate issued 
by the Minister when authorized by the Governor in Council. 


Constitution and Management 


The bank is to have a head office at Ottawa and is permitted to establish 
branches in Canada and abroad. It shall be under the management of a 
board of directors composed of a governor, a deputy governor and seven di- 
rectors.** An assistant deputy governor is permissible and will probably be 
appointed, The Deputy Minister of Finance is an ex-officio member of the 
board but is not to be given a vote. 

The first governor, deputy and assistant deputy are to be appointed by the 
Governor in Council for a term of seven years; thereafter they are to be ap- 
pointed by the directors with the approval of the Governor in Council.” 
These officers and the directors are eligible for re-appointment at the expira- 
tion of these terms of office. The governor of the bank must approve all the 
actions and decisions of the directors or executive committee. This places the 
large burden of executive responsibility directly upon the governor. 

The board of directors will be elected by the shareholders for terms of five 
years except in the case of the members of the first board. These will be ap- 
pointed so as to obtain the principle of rotation.” Members of the board are 
to be registered owners of 10 shares of capital stock and are not to be di- 
rectors of any chartered banks at the same time and are to represent diver- 
sified occupations.* 

The executive committee will consist of the governor, deputy governor, 
one director, and the Deputy Minister of Finance who will not be privileged 
to vote. The committee will have charge of any matters within the jurisdic- 
tion of the board but will deal especially with the rate of discount,’ 


Capital and Shares 


The capital of the Bank will be $5,000,000, divided into shares of $50 
each. On application $12.50 must be paid and the balance is to be paid in 12 
months,” The liability of each shareholder is limited to the amount un- 


“Mr. Ggaham Ford Towers, assistant general manager of the Royal Bank of Canada was 
appointed governor on September 6, 1934. 

” Bank of Canada act, Sec. 8, (1), (2). 

* Thid., Sec. 9 (2). H Ibid., Sec. 10 (1), (2). = Ibid., Sec. 13. 

™ Shares were offered to the public on September 17, 1934, $12.50 payable on application 
and balance on January 2, 1935. 
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paid on the shares held. Shares may be held only by British subjects or- 
dinarily resident in Canada, and no shares can be held by the chartered banks 
and no person can hold more than 50 shares. 


Business and Powers of the Bank 


The functions of the Bank are to be supplementary and regulatory, and in 
no way to compete with the chartered banks. It cannot accept deposits or 
make loans and advances except for the chartered banks, the Dominion and 
Provincial governments or banks incorporated under the Quebec Savings 
Bank act.” 

The Bank may buy and sell gold, silver, nickel and bronze coin and gold 
and silver bullion, buy and sell bills of exchange, bankers’ acceptances, 
bankers’ drafts and trade acceptances." It will buy, sell or rediscount short- 
term government securities, short-term securities of the United Kingdom, 
British Dominions, United States of America and France. The. Bank may 
buy, sell or rediscount paper for the chartered banks of 90 days’ maturity 
and limited amounts of maturities not exceeding 180 days. It may make loans 
or advances on pledge of approved security for periods not exceeding six 
months to chartered banks, banks incorporated under the Quebec Savings 
Banks act and to the Dominion and Provinctal governments. No limit ts 
placed upon the amount of such loans and advances in the case of loans to 
the banks; but in the case of loans to the Dominion government the loans 
shall not exceed 1⁄3 of the estimated revenue for the fiscal year and in the 
case of loans to the Provincial governments the loans shall not exceed 1⁄4 of 
the estimated revenue for the year." It is empowered to engage in open- 
market operations and to accept deposits without interest from the Domin- 
ion or Provincial governments or the chartered banks or any bank incor- 
porated under the Quebec Savings Bank act. The Bank will act as the fiscal 
agent of the Dominion government and may within limits act for the Pro- 
vincial governments. Dominion government checks are to be paid at par.*° 
It is prohibited from purchasing its own stock or shares of any bank except 
those of the Bank of International Settlements; it shall not make loans on 
the security of real estate; shall not make loans without security, accept time 
deposits, pay interest on deposits or allow the renewal of any maturing bills 
of exchange.* 


Note Issue 

The Bank of Canada will gradually assume the sole right of note issue, 
and its notes shall be available as required in either the English or French 
language. The language provision was bitterly contested in the Hotse during 


* Bank of Canada act, Sec. 21 (1). 
5 Ibid., Sec. 21 (1). “ Thid., Sec. 23. 
™ Thid., Sec. 21 (1). “ Ibid., Sec. 22. 


1935 | Banking Legislation tn Canada, 1934 81 


the passage of the Bill. The government very reluctantly agreed to permit 
the double issue.“? The Act provides for the establishment of the gold bullion 
standard if, and when, conditions permit. The notes will be legal tender 
and redeemable on demand for bars of 400 ounces of fine gold. When the 
Bank opens for business the Minister of Finance will transfer all gold (ap- 
proximately $70,000,000), silver and securities held by the government for 
the redemption of Dominion notes.** The banks will pay off all advances un- 
der the Finance act, and the Finance act will then be repealed.“ The char- 
tered banks are required to transfer to the Bank all the gold they hold 
against deposits in Canada which amounts to about $60,000,000.*° The 
banks will be credited with the statutory price of $20.67 per fine ounce for 
it.*® Any profits resulting from an increased valuation in the future will 
accrue to the government.“ 


Reserves 


The Bank will maintain a gold reserve equivalent to 25 per cent of its 
notes and demand liabilities and may in addition include silver bullion 
valued at market price, and foreign exchange. The amount of silver which 
may be held is limited to that amount which is to be purchased under the 
terms of the London Silver Agreement of 1933—-1,671,802 fine ounces each 
year for the next four consecutive years.“* No restriction is placed upon the 
amount of foreign exchange, but it must be of the highest quality. It is in- 
teresting to note that no specific security is required against the notes issued 
by the Bank. 

The chartered banks must maintain a reserve of not less than 5 per cent 
of their deposit liabilities within Canada, and these reserves will consist of a 
deposit in the Bank of Canada and of notes of the Bank of Canada held by 
the banks.*® 

The Royal Commission recommended a reserve of 5 per cent consisting 
of a deposit only; and the original draft of the Bill contained this provision. 
The provision as enacted gives more elasticity to the note issue and more 
freedom to the chartered banks with respect to their reserves, thus preserv- 
ing two characteristics of Canadian banking practice. It also follows the 
practice in England, where the joint stock banks maintain reserves of about 
10 or 1014 per cent, some 6 per cent of which is in Bank of England notes 
and some 4Y, of which is in balance with the Bank of England.*° The char- 
tered banks will probably continue to maintain reserves substantially greater 


“© Ibid., Sec. 24 (1), (4). € Thid., Sec. 25 (1), (3). 

“Ån Aq to repeal the Finance act, 1934, Sec. 1. 

“ Bank of Canada act, 1934, Sec. 28 (1). 

“ Thid., Sec. 29. € Thid., Sec. 26 (4). 

“ Ibid., Sec. 30. ™ Sec. 27 (1). 

*W.C. Clark, Deputy Minister of Finance, Ottawa, before the Select Standing Com- 
mittee on Banking and Commerce, June 5, 1934. 
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than the.newly prescribed minimum and maintain deposits with the Bank 
suitable for the settlement of inter-bank transactions. 


Profits of the Bank 


Cumulative dividends on the paid-up capital of the Bank are limited to 
41% per cent per annum payable half-yearly. One-third of the earnings in 
excess of these dividends must be applied to the rest fund and the balance 
accrues to the government until the rest fund equals the paid-up capital. 
Thereafter and until the rest fund equals twice the paid-up capital, one- 
tenth of such excess earnings must be applied to the fund and the balance 
accrues to the government. Finally, when the rest fund is equal to twice the 
paid-up capital, the whole of any surplus must be paid to the government.™ 


Audit 

The government will appoint two auditors, members of an incorporated 
institute of accountants, to act until the first annual meeting. Thereafter the 
auditors will be appointed by the shareholders."? The Act provides that the 


Minister may direct the inspector general of banks to examine the affairs of _ 


the Bank,” 
Further provisions of the Act deal with the Bank staff, returns, meetings, 
offenses and penalties, liquidation, organization expenses and by-laws. 


An Act to Amend ie Quebec Savings Banks Act 


The charters of the Montreal City and District Savings Bank and La 
Caisse d’ Economie de Notre Dame de Quebec were renewed and extended 
until July 1, 1944.5 The reserve provisions of this Act are amended because 
of the establishment of the Bank of Canada. These banks are essentially 
savings banks and they will be permitted to maintain such reserves as the 
Bank of Canada may consider sufficient and these reserves may consist of 
notes of the Bank or deposits with the Bank or with the chartered banks.*° 
The restriction upon the rights of married women to make deposits without 
the consent of their husbands is removed, and amendments relatively unim- 
portant were made in the provisions dealing with inspections, annual returns, 
suspensions, and schedules. 


Monetary Legislation 

The establishment of the Bank of Canada necessitates the repeal of exist- 
ing legislation relating to the issue of Dominion notes. 

Under the Dominion Notes act, R.S. 1927, the issue of $50,000,000 


o 
= Bank of Canada act, 1934, Sec. 31. 
™ Bank of Canada act, 1934, Sec. 32 (1), (2). 
= Ibid., Sec. 32 (5). 
= An Act to Amend the Quebec Savings Banks, 1934, Sec. 1. 
= Ibid., Sec. 5. 
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against a gold reserve of 25 per cent was permitted. Chapter 4 of the 
Statutes of 1915 permitted an issue of $26,000,000, of which $16,000,000 
was secured by railway debentures. Under the Finance act unlimited amounts 
could be issued and advanced to the banks on pledge of approved securities. 
All other notes issued were to be backed dollar for dollar with gold. 

On June 20, 1934, bills were passed providing for the repeal of the Fi- 
nance act and the 1915 Statutes, such repeal to become effective when the 
Bank of Canada begins operations.** On June 26, 1934, the Dominion Notes 
act was amended to permit the issue of $120,000,000 against a 25 per cent 
gold reserve, thus permitting an additional issue of about $52,871,000. As 
an additional reserve Canadian mined silver may be held up to the amount to 
be purchased under the terms of the London Silver Agreement.*’ A further 
amendment provides for the repeal of the Dominion notes act when the 
Bank of Canada begins operations.*® 


Summary and Conclusion 


The Monetary and Banking Legislation of 1934 is by far the most im- 
portant of all the legislation enacted during the session. It will rank promi- 
nently among the outstanding enactments in the history of Canada. The 
establishment of the Bank of Canada provides an institution directly re- 
sponsible for the control of the nation’s credit and currency and for the 
economic welfare of the country in so far as this is possible by monetary 
action. The legislation without doubt serves a desirable purpose. The anoma- 
lous situation existing in respect to the control of the facilities of the Finance 
act justifies the immediate creation of a central bank. 

The Bank is organized so as to avoid the dangers of both private and pub- 
lic ownership. It is a private corporation holding a public trust. Its profit- 
seeking motive is restricted, but private capital is offered a conservative 
investment. Its governor, who is almost solely responsible for the affairs of 
the Bank, must be one who is acceptable to the government. The appoint- 
ment of Graham F. Towers, former assistant general manager of the Royal 
Bank of Canada, is everywhere regarded as an excellent one; skillful admin- 
istration of the Bank is confidently expected and the codperation of the char- 
tered banks is assured. 

Private ownership renders the Bank more independent of political inter- 
ference, and the limited number of shares which anyone may hold attempts 
to avoid the danger of a “controlling interest.” The provisions allowing the 
re-appointment of the governor, the deputy governor and the assistant 
deputy goyernor make for a desirable continuity in the management of the 


* An Act to Repeal the Finance Act, 1934, Sec. 1, 2. An Act to Repeal Chapter 4 of the 
Statutes of 1915, 1934, Sec. 1, 2. 

= An Act to Amend the Dominion Notes act, 1934, Sec. 1. 

= Ihid, Sec. 2. 
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Bank’s affairs. The inclusion of the Deputy Minister of Finance without vot- 
ing privileges on the board of directors provides a necessary link between 
the Bank and the Department of Finance and avoids the possibility of poli- 
tical pressure. The Bank, in fact, becomes the codrdinating and regulating 
body of the nation’s financial machinery, 

The legislation attempts to create as little inconvenience as possible to the 
chartered banks. The gradual retirement of the chartered bank’s note issue 
is desirable. The reserve provisions give the banks an accustomed latitude 
but this may hinder the Bank in making its control effective. Experience will 
prove the best judge of the adequacy of these reserve requirements and the 
best guide for future afhendments. 

The legislation is designed to supplement the present system and not to 
create a new one nor to transplant any other. The organization of the Bank 
of Canada does not resemble in any way the federal reserve system of the 
United States, distinguished by regional banks and member bank owner- 
ship of capital stock. It resembles the Bank of England, the Bank of France 
and the Reichsbank in that it consists of a single institution with branches. 
The Issue and Banking Departments of the Bank of England have no 
counterpart in the Bank of Canada, The Bank will lend directly to the char- 
tered banks rather than indirectly through bill brokers and discount houses 
as does the Bank of England. ‘The Bank of Canada is distinctly Canadian. 

F. J. Dixon 

Regina, Saskatchewan 
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Americas Capacity to C onsume. By Maurice LEVEN, HAROLD G. MouL- 
TON and CLARK WARBURTON. (Washington: Brookings Inst. 1934. 
Pp. xi, 272. $3.00.) 

This is the second in a series of four studies designed to relate the “dis- 
tribution of national wealth and income to economic progress.” It follows 
logically after America’s Capactty to Produce, which introduced the series. 

In presenting their work the authors have wisely segregated most of the 
purely statistical material in a series of appendices, together with the descrip- 
tion of the method followed in making the numerous estimates upon which 
their discussion of income, its sources, its distribution, and its use is based. 
The text therefore is largely devoted to presenting in tabular and graphic 
form the statistical summaries resulting from the study and in stating and 
explaining the general principles and conclusions to be derived from this 
material. The body of the book is therefore much more readable than would 
be expected. Due to the method used in constructing some of the graphs, 
those readers who are visually minded may be disappointed in that they 
will find it rather difficult to measure readily the shifts in importance of any 
one item from year to year or from class to class. 

In making their estimates of the amount and sources of the national in- 
come from 1900 to 1929 the authors use the method and materials of Profes- 
sor King, and of the Department of Commerce report on National Income, 
1929-32. The estimates of the functional (wages, salaries, dividends, etc. ) 
and the geographic distribution of this income seem to be pretty much the 
authors’ own. It might be urged in criticism of the method used in comput- 
ing the distribution of personal incomes that the bases employed were those 
found to be applicable in 1918 by Macaulay and in 1921 by King—bases 
which may not have been at all applicable to 1929 conditions. 

The second part of the volume is an analysis of the uses to which the 
national income is put. This analysis is based largely upon the several studies 
of family budgets which have been made since 1918. While a completely sat- 
isfactory treatment of this subject must await the completion of a much 
more extensive study of family budgets than any yet attempted, it is un- 
doubedly true that the authors of this volume make the most intelligent and 
careful use of the material available. 

The third part of the book presents certain general conclusions regarding 
the question: How much can we consume? Those in charge of the efforts 
which the? government is making to overcome the depression by means of 
reducing output as well as those who are troubled by the spectre of the im- 
minent over-capacity of this country to produce would find it well worth 
while to study this portion of the volume most assiduously. 
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The conclusions reached are stated in six propositions which are worth 
repeating here: 

(1) During the “gay twenties” the United States was not living beyond 
its means. 

(2) During the past decade the inequality of incomes has tended to be 
accentuated. , 

(3) Vast potential demand for basic commodities and for conventional 
necessities exists in the unfulfilled wants of the masses of the people, both 
rural and urban. 

(4) It is not possible in the United States to produce more than the 
American people would like to consume. 

(5) We cannot materially shorten the working day and, with the existing 
technique of production, still produce the quantity of goods and services the 
American people desire to consume. 

(6) In increasing consumption we must not forget the need of simultane- 
ously increasing production. 

R. S. ALEXANDER 

Columbia University 


Essays in Our Changing Order. By THORSTEIN VEBLEN. Edited by LEON 
ARDZROONL (New York: Viking Press. 1934. Pp. xviii, 472. $3.00.) 


While most of the material in this collection has been published else- 
where, this volume brings it together in convenient form. The selections in- 
cluded were written over a period of more than thirty years, and present a 
a fair and representátive sampling. The subject matter reveals Veblen’s 
versatility and broad range of interest, the discussions dealing with such 
widely diverse questions as the theory of over-production, farm labor, the 
Kantian philosophy, credit and prices, eugenics, and the nature of Bolshe- 
vism. The papers are arranged in three groups under the headings: “Essays 
in economics,” “Miscellaneous papers,” and “War essays.” ` 

Those who compare the various essays will note that, although Veblen 
sometimes shifted his emphasis, his basic theories showed little change with 
the passing of the years. In his style he retained certain peculiarities, but he 
did become more facile in phraseology, more -direct in statement, and some- 
what more guarded tn his use of generalizations. 

In considerable degree Veblen’s style was not so much a matter of lan- 
guage as of attitude. Notwithstanding the appearance of detachment, Veb- 
len was inherently a crusader; and he used his subtle irony and barbed 
satire with a ruthlessness that at times dismayed even his admirers. There 
was also an underlying conflict between his natural inclinatioks and his 
views on methodology. Personally he delighted in devious lines of argument, 
especially if they led to the heights of the abstract. Intellectually he was a 
firm believer in induction. For example, in his essay on Kant’s Critique of 
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Judgment we have the statement that “hardly any part of our knowledge 
except that got by induction is of any immediate use for practical purposes” 
(p. 193). 

The i has done well to include the “War essays.” In these papers we 
find Veblen achieving a directness and clarity of statement lacking in much 
of his earlier work. Several of the war memoranda reveal him as a trail 
blazer in the field of economic planning. We should mention also the keen 
insight manifested in his analysis of events following the armistice. He was 
bitterly critical of the peace negotiations and the resulting terms of settle- 
ment, and his predictions of the difficulties that would follow have been 
abundantly fulfilled. 

We are still far from agreement in appraising Veblen’s work. His critics 
have dwelt upon his inconsistencies, and on occasion have even questioned 
his intellectual honesty. His admirers on the whole have been inclined to 
stress ideas rather than technique. Perhaps he set himself too great a task for 
one man to accomplish. His problem was not merely that of reconstructing 
the science of economics; in a peculiar sense it involved nothing short of 
outlining a science of society. In the last analysis it will probably prove best 
to evaluate his contribution in terms of the intellectual forces which he set 
in motion. It is difficult to appreciate fully the changes that have taken place 
in American economic thought since the publication of The Theory of the 
Leisure Class. In these days of institutional economics we habitually think in 
terms of evolutionary process, aspects of behavior, and problems and meth- 
ods of control. It was vastly different in 1899, and while many factors have 
been involved in the rise of the new economics, unquestionably one of the 
most potent influences has been that emanating from the pen of Thorstein 
Veblen. | 

J. E. MOFFAT 

Indiana University 


Liquid Claims and National Wealth: An Explanatory Study in the Theory 
of Liquidity. By A. A. BERLE, JR., and VICTORIA J. PEDERSON. (New 
York: Macmillan. 1934. Pp. xvi, 248. $2.50.) 

Described by the senior author as “an exploratory essay only,” this book 
has the distinction of being devoted exclusively to the examination of the 
character and effect of liquidity in the various claims to property and income 
that a modern economy has superimposed on the basic physical assets which 
make up the national wealth. 

That the multiplication of liquid claims against these assets, and the 
pyramiding of claims against other claims, are among the outstanding 
phenomena of recent economic development the authors point out with 
an ample reiteration. This evolution they relate to the urbanization of popu- 
lation, the industrialization of the economy, the growing prevalence of 
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the corporate form of enterprise, the increase in the importance of such 
financial institutions as banks and insurance companies, and to similar 
trends. To this historical interpretation is added a considerable mass of 
descriptive material dealing with the modern mechanisms of liquidity, such 
as stock exchanges, commodity exchanges, banks, rediscount institutions, 
and the like, nearly all of it of an elementary character. 

The authors distinguish two basic types of liquidity, “real” and “arti- 
ficial.” A claim against property has real liquidity when the property itself 
will in the ordinary course of events, and within a short period of time, be 
converted into money for the retirement of the claim. Artificial liquidity 
depends on the transferability of the claim itself, rather than upon the 
resale of the underlying property. The distinction is broadly between a 
“self-liquidating’”’ claim and one which has merely ‘‘shiftability’—a short- 
term commercial loan, for example, as compared with a readily marketable 
security. 

The distinction is a familiar one, especially to students of banking theory, 
but much less familiar is the authors’ association of real liquidity with final 
consumption goods and artificial liquidity with producers’ goods. “Goods 
in the former category are consumed at a very much more rapid rate than 
are goods in the latter category; and it is precisely this element of time that 
is one of the main criteria of whether an asset possesses real or artificial 
liquidity.” To the continuity and persistence of demand for final consump- 
tion goods the authors attribute their real liquidity. 

This is, unfortunately, only one of a considerable number of loose and 
rather unenlightening generalizations indulged in in the course of the 
exposition. Not only are many types of final consumers’ goods of a durable 
character and subject to wide fluctuations in demand (houses, automobiles, 
etc.), but the durability of a good in the hands of the ultimate user does 
not prevent its being the basis of a claim of the real liquidity type before it 
reaches him. To support this type of claim it is necessary only that the good 
be destined in the ordinary course of business to be turned into cash within 
the life of the claim (its duration of course being a short one) and at 
somewhere near the price prevailing at the time when the claim was made. 
This depends more on the location of the good in the productive and 
distributive process than upon its ultimate destination. Even consumers’ 
goods such as clothing cannot be the basis of a claim of the real liquidity 
type when they have reached their ultimate users, since there is pending no 
subsequent transfer or “liquidation” by which they are converted into cash 
for the settlement of the claim. On the other hand, producers’ goods, espe- 
cially those turned out on order, may support such a‘claim penting sale or 
delivery to the purchaser. The association of real liquidity with consumers’ . 
goods and artificial liquidity with producers’ goods is thus of doubtful ` 
validity. 


1935] General Works, Theory and Its History 89 


The attempt to measure statistically the changing relation between the 
outstanding liquid claims and the total of the national wealth leads the 
authors into some very laborious calculations that yield, unfortunately, 
rather unsatisfactory results. The method consists of compiling the total 
of (1) bank deposits, (2) cash surrender values of life insurance policies, 
(3) market values of domestic securities listed on the New York Stock 
Exchange, and (4) unlisted government securities; adjusting this total for 
duplications; and comparing it with estimates of so-called national wealth. 
The reader will marvel that the estimates show this wealth to have been 
lower in 1929 than in 1925, despite the enormous rise in the market value 
of the corporate securities which represent the ownership of a substantial 
part of it. This disparity of movement gives the clue to some of the increase 
discovered by the authors in the ratio of liquid claims to national wealth: 
the claims (stocks and bonds) representing corporate wealth are counted 
at their market values, while the physical assets are counted at their book 
value, or something approximating it. In the stock market boom the securi- 
ties rose enormously in market value; the physical assets showed no com- 
parable rise in book value. For corporations the liquid claims outstanding 
in 1929 far exceeded the wealth they were supposed to represent. This 
colored the results for the total of liquid claims in relation to the national 
wealth, in which, of course, these corporations were included. If the wealth 
of corporations were measured by the market value of their securities, the 
ratio of liquid claims to wealth would be a constant as far as they are con- 
cerned, and the picture for the nation as a whole would be materially differ- 
ent than it is when derived by the methods used in this work. 

Even with allowance for this discrepancy (which the authors admit and 
attempt to justify), it remains evident that because of the growth of banks, 
insurance companies, corporations, government debt, and other sources of 
liquid claims, the volume of such claims has increased gradually relative 
to the total wealth of the nation. What of it? The findings of the book on 
this point are disappointingly meager. There is a reiteration of the general 
idea that the existence of a large volume of liquid claims is dangerous to the 
stability of the economy; that it is conducive to shock and panic; that, as in 
the case of bank deposits, it may necessitate governmental measures of 
relief, and so on. The analysis here does not get far beyond the superficial 
and the obvious. 

The suggestions for remedying what are deemed the growing perils of 
liquidity are principally three: the separation of commercial and invest- 
ment banking; the creation of a central bank for rediscounting mortgages 
and securities; and regulations calculated to diminish the play of purely 
, Speculative elements on the stock exchanges. 

For those who want to read a book on liquidity, here it is. The economist 
will find little that he did not know before, and may be impatient at the 
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prolixity and repetitiousness of the exposition. Business men and lawyers 
who like excursions into economics may be better served. 
GEORGE TERBORGH 
Brookings Institution 


The Theory of Economic Development: An Inquiry into Profits, Capital, 
Credit, Interest, and the Business Cycle. By JOSEPH A, SCHUMPETER. 
Translated from the German by Repvers OPIE. Harvard econ. stud. 
46. (Cambridge: Harvard Univ. Press. 1934. Pp. xii, 255. $3.50.) 

The English translation of Professor Schumpeter’s Theorte der W irt- 
schaftlichen Entwicklung certainly will add to the list of his critics and pos- 
sibly to the list of his followers. These lists are already long, since the un- 
orthodox and audacious ideas which the book contains were revealed years 
ago by three German editions, brief English analyses, French and Italian 
translations, and through Professor Schumpeter’s teaching here and abroad. 

Of the German editions two have been reviewed in the American Economic 

Review: the 1911 edition by J. B. Clark (vol. ii, 1912, pp. 873-875), and 

the second and rewritten edition of 1926, which the English translation 

follows, by Oscar Morgenstern (vol. xvii, 1927, pp. 281-282). 

Schumpeter’s theory of economic development is concerned only in- 
cidentally with the forces which determine economic progress, and its em- 
phasis is spent in defense of the thesis that change is the key to the explana- 
tion of the characteristic features of a modern economy. According to his 
theory, development, effected by the diversion of the factors of production 
to better uses under the guidance of the entrepreneur, underlies the explana- 
tion of interest, profits, capital, credit, the money market and the business _ 
cycle. The entrepreneur, by recasting the productive process, creates a sur- 
plus which he claims as profits. It is an impermanent surplus, since com- 
petition later turns over to labor and land the larger product arising from 
the development. Thus profit is “at the same time the child and the victim 
of development” (p. 154). In order to gain control over the factors of 
production and begin the innovation, the entrepreneur needs capital, which 
is not goods, but “that sum of means of payment which is available at any 
moment for transference to entrepreneurs” (p. 122). The capital is found 
in the money market, for the capital market is the money market; and for 
its use the entrepreneur pays interest which must be a subtraction from 
profits. The creation of credit may be necessary in order to provide him 
with capital. Depressions are caused by the “swarm-like appearance of 
entrepreneurs” which forces the system to struggle towards a new equilib- 
rium position. In an economy without development there would not be 
interest, profits, business cycles, capital, credit, or entrepreneurs. The total 
product, if there were no development, would go to land and labor. 

The confusing conclusion is reached logically that, in a developing com- 
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munistic economy, there would be profits but no interest. It is apparent 
that the fundamentals of the theory are those which have not met, and are 
not likely to meet, with ready acceptance, although Professor Schumpeter 
makes frequent sly attempts to reconcile fhe doctrine with existing and 
variant theories. 

Subscription to the doctrines is, of course, not necessary to make worth 
reading in English a notable work of a contemporary Continental economist 
who gives a brilliant and unconventional picture of the economic process. 
The translation, which preserves the author’s lively style of exposition, will 
be useful, moreover, as a preface to the “more ‘realistic’ studies in money 
and credit, interest, and cycles” which Professor Schumpeter hopes to sup- 
ply before long. 

R. S. Howey 

University of Kansas 


Nuova Collani di Economisti: Stranieri e Italiani. Edited by GIUSEPPE 
BOTTAI and CELESTINO ARENA. Vol. VII. Organizzazione Industri- 
ale. Vol. XII. Politica ed Economia. (Turin: Un. Tip. Ed. Torinese. 
1934, Pp. 958; li, 308.) 

These two volumes are part of a notable effort to make available in 
Italian some of the most important economic writings of recent years. 
As with the preceding volumes (see the notice in this Review, December, 
1933, pp. 692-5), most of the works reprinted are so well known that 
little comment is needed. The two present volumes could easily have been 
used as propaganda media, but it is noteworthy that fascism is scarcely 
mentioned even where it might properly have appeared. No doubt the 
fascist literature itself has ample circulation, so that the editors wisely 
chose to present other views here, especially works which antedate the 
march on Rome. Here and there a trenchant phrase in the original is 
softened in translation, perhaps in deference to Italian sentiment, but there 
are few errors in translation or misprints. It is unfortunate that the binding 
is not durable enough for a reference work. 

The volume on industrial organization treats the question from both 
the descriptive and theoretical standpoints. Marshall's Industry and Trade 
and Liefmann’s Cartels, Concerns and Trusts are supplemented by an article 
of Barone’s* and a concluding essay by the editor, Guglielmo Masci, which 
tries to bring the discussion up to date. Barone’s article treats the cartel 
as a problem in Marshallian price and production analysis, covering the 
relation of cartel policy to costs and the optimum size of plant, profits, and 
dumping. Fle concludes that combination itself, where the weaker and 
higher-cost firms have already been eliminated, increases the social as well 


1 “Les Syndicats (Cartels et Trusts}),” Revue de Métaphysique et de Morale, XXVIII 
(1921), 279-309. 
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as the private net-product, provided that the cartel is not a device for 
stock-watering, political corruption, or mere monopolistic exploitation be- 
hind a tariff wall, as American combinations too often have been and are. 
Add to this conclusion the problems of credit and capital expansion, co- 
ordination of the cartel activities so as to prevent them from check-mating 
each other and exploiting both consumers and workers, and one has the 
lettmotif of Signor Masci’s essay, and incidentally, the essential argument . 
for the corporative state. 

The second volume, originally announced as a sociology, has been con- 
fined to the relation of the economic system to social and political structure. 
The economic interpretation is well represented by Labriola’s appreciation 
of the Communist Manifesto, the Manifesto itself, and Loria’s La Sentesi 
Economica, followed by Pareto’s criticism of the Marxian economic theory : 
in his introduction to the Italian translation of Das Kapital. In sharp con- 
trast are the selections from Max Weber's Wirtschaft und Gesellschaft, 
which deal with social organization in “psychologic” terms. He distinguishes 
three ‘‘real-types” of the state, (1) the rational, in which the state is 
organized to attain certain ends with an impersonal legal and bureaucratic 
system; (2) the traditional, 7.e., feudalistic; and (3) the charismatic. In 
this last, the ultimate sanction is the popular belief in the mission of a 
leader endowed with certain supernatural qualities, which often border on 
insanity, whether the “leader” is a religious prophet or an economic or 
political leader. Developed states ordinarily represent various admixtures 
of these typical elements, especially because the charisma must in time be 
transmitted from the original “leader” to his disciples and to the social 
order thus established. While Weber's analysis depends on pre-fascist his- 
torical data, its relation to the dictatorship is apparent. One wonders whether 
the fascist savants consider the charisma as something real or as a useful 
fiction in their social program, regardless of what the “leaders’’ themselves 
may believe. It is significant, however, that this selection from Weber has 
been reprinted. There is also included a chapter from Simmel’s sociologic 
studies which emphasizes the complexity of modern social groups and the 
interrelation of economic and other interests. Robert Michels, the German 
sociologist, most of whose academic life has been in Italy, is the editor 
of this volume, and has contributed a long preface devoted to the lives and 
significance of the authors whose work has been translated. Good bibliogra- 
phies are appended. 

HENRY J. BITTERMANN 
Ohio State University 
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ANDERSON, M. D. Capital and interest. (Chicago: Business Pubs. Co. 1934. Pp. * 
vii, 202. $2.50.) 


* Grundriss der Sozialékonomie (Tübingen, 1925), TI, i and if. 
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inevitable progress devotees and the pseudo-scientific economists of the popu- 
lar magazines. A chapter is devoted to banking, another to the business cycle. 
Bank failures are associated with the agricultural liquidation following an over- 
extension of credit to farmers and to the foreign purchasers of our farm 
an Inherent disequilibrium as an explanation of the cycle is rejected in 

avor of “human manipulation through governments either as a result of 
common blundering, or as a result of control by special interests.” 

Although there are seven appendices containing a hundred pages of descrip- 
tive material, the author does not support his opinions with an array of facts 
and figures. One does not expect him to do this: it is not that kind of a book. 
It is, as the sub-title indicates, “an essay in social philosophy.” It is neither 
stilted nor monotonous and should provide some pleasant and profitable hours 
of study either for the economist or the serious minded general reader. 

RALPH E. FREEMAN 


SPAHR, W. E. An economic appraisal of the New Deal. (New York: Farrar and 
Rinehart. 1935. Pp. 27. 25c.) 

SPAHR, W. E., editor. Economic principles and problems. Vols. I and II. Rev. ed. 
(New York: Farrar and Rinehart. 1934. Pp. vii, 698; vi, 748. $5, the set.) 

The first edition of this study was presented in an effort to vitalize the in- 
troductory course in economics by bringing together the theoretical and the 
applied phases of the science. (Reviewed, American Economic Review, vol. 
xxii, no. 4, Dec., 1932, p. 695.) New editions are essential to keep up with 
changes taking place in the field of applied economics. Such changes have been 
particularly rapid during the past two years and have necessitated revisions of 
parts of the work. This review will be concerned with such revisions. 

The chapters on exchange, value, and prices have been simplified and re- 
arranged. Not only has the original treatment of money and credit (chaps. 14 
and 15) been clarified in some places, but descriptions of new governmental 
credit structures have been incorporated, our present monetary policies critical- 
ly analyzed, and the deficiencies of the federal reserve system, as well as cur- 
rent suggestions for its improvement, are considered. 

The addition of chapter 21, on agricultural problems, is a noteworthy con- 
tribution. The difficulties of the present agricultural situation are clearly out- 
lined. The peculiarities of the industry which limit corrective measures are 
pointed out and a critical analysis is given of recent governmental efforts to aid 
the farmer. Throughout the chapter, the student is guided in his reasoning as 
R the agricultural problem by the application of theories previously 
studied. 

Comments made on various phases of the New Deal legislation appear en- 
tirely unbiased. Where the authors are not in sympathy with a part of the 
recent legislative program, such as efforts to Sena business recovery by 
means of fixing minimum wages, they give explicit reasons for their position. 
On the other hand, if they are in Geen with other parts of the program, such 
as the policy on tariffs, their position is stated with the same clarity. 

JoHN W. BOATWRIGHT 


STEINER, W. H., Bowen, E. and Hession, C. H. Problems in economics. (New 
York: Holt. 1934. Pp. iv, 418.) . 

This volume provides contemporary supplementary materials to be used 

with other textbooks in general introductory courses in economics. The topics 
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covered follow, in the main, the topics discussed in the majority of the intro- 
ductory textbooks. The plan of the book has been to include in each chapter 
a oumbér of short readings from various sources and at the end of each quota- 
tion'to suggest several provocative questions. The quotations and questions are 
well chosen and should provide a good basis for class discussion. 

REx M. JOHNSON 


VEBLEN, T. B. The theory of the leisure class: an economic study of institutions. . 
(New York: Modern Lib. 1934. Pp. 419. 95c.) 

WEBER, A. Leitfaden der allgemeine Volkswirtschaftslebre. (Munich: Duncker 

' und Humblot. 1934. Pp. vit, 155. RM. 3.50.) 

This slender textbook on economic principles, following his momentous four 
volumes of Einfuhrung in die Volkswirtschaftslehre, Professor Weber explains, 
was written in response to many requests, for those who wish merely a quick 
orientation in the field of economics. This purpose is well achieved. In simple, 
clear language it develops the main concepts, principles, and doctrines of 
economics, dealing with production, commerce, transportation, exchange, 
money, banks, credit, theories of value and of price, of wages, of interest, of 
the business cycle, each topic being followed by a brief critically-historical 
summary. 

Regarded thus strictly as a text in economics this book, though useful, can 
hardly be called outstanding. It is outstanding, however, because of the un- 
diluted spirit of the Third Reich which permeates it, with its peculiar, almost 
exalted view of man’s social nature. To paraphrase freely: we are all brethren 
of one family, all cells of one organism, working each for the whole, for the 
good of the common weal rather than for our own mere selves (Gemeinnutz 
geht vor Eigennutz), which goes to prove the absurdity of the doctrine of the 
so-called class struggle. The workers’ souls have to be duly considered; (the 
words “soul” and “ethos” occur easily as often as the more conventional ones 
of supply and demand, or marginal utility, though it must also be said that 
when it comes to wage theory, Professor Weber does not seem to differ very 
radically from non-Nazi economists). Communism is wicked nonsense; there 
has to be leadership. by “leaders,” though of course not selfishly motivated. 
The authoritarian state sees to it that all interests are properly balanced. 

The entire outlook, sociological and economic, is frankly and deliberately 
national, Quotations by the Führer and other prominent Nazis are liberally 
strewn in. Professor Weber declares repeatedly that he has held these views 
for many years (że. before the advent of Naziism to power). 

JOHN V. SPIELMANS 


WICKSELL, K. Lectures on political economy. Vol. I. General theory. Translated 
from the Swedish by E. CLASSEN. (New York. Macmillan. 1934. Pp. xxii, 
299. $2.50.) 


Economic History and Geography — 


Economics and Liberalism in the Risorgimento: A Study of Nati@nalism in 
Lombardy, 1814-1848. By KENT ROBERTS GREENFIELD. (Baltimore: 
Johns Hopkins Press. 1934. Pp. xiv, 365. $3.00.) | 


This volume is the result of a careful historical investigation into the 
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relationship between economic conditions in Lombardy, and the evolution 
of habits of thought and class interests which gave impetus to the political 
unification of Italy. From the standpoint of the economic historian, it misses 
being a study of the development of capitalistic ethics and mentality as it 
took shape in a “whole community in an ‘outlying’ part of Europe under 
the initial impact of the Industrial Revolution,” mainly because that was not 
its avowed purpose. 

The method pursued is reminiscent of F. J. Teggart’s Theory of History. 
It is an attempt to describe the economic and social fabric, the contact with 
diffused cultures, and the indigenous intellectual environment which laid 
the institutional basis for historical change. The study seeks to describe the 
process of social evolution which made Italian unity possible, and seeks to 
remedy “the tendency to emphasize as important that which obviously and 
consciously tended toward the actual outcome, and to neglect or under- 
emphasize forces that were blind and action that was motivated by aims and 
sentiments not even consciously patriotic” (italics mine). 

It is to be regretted that the study is divided into three distinct but closely 
related parts, rather than treated as an integrated whole. The first section 
deals with the economic patterns, within which the journalists and the 
leaders of thought developed a periodical literature, which created habits 
of thinking and of behavior suited to industrial capitalism and nationalism. 
Their avowed purpose was to foster an enlightened public opinion which 
would stimulate “progress.” They served in fact to draw Lombardy into the 
stream of European civilization and Italian unity. 

In the first section, then, Greenfield gives a careful description of Lom- 
bard agriculture, commerce, and industry. The agriculture differed greatly 
“in variety of products, types of cultivation, and forms of tenure.” There 
was much traditionalism and many remnants of a self-sufficient economy, 
so that the development of a capitalistic, commercialized agriculture was 
very gradual, having to meet many obstacles of inertia and custom. ‘‘Scien- 
tific farming goes hand in hand with the commercial spirit, with its sharp 
emulation, its balancing of profit and loss, its knowledge of markets, and 
its long views ahead. This was as yet undeveloped in Lombardy, where the 
farmers were easily satisfied with a small profit ane the respectability of pro- 
prietorship.” 

Expanding internal and external E E slowly drew agricul- 
ture into the stream of the Industrial Revolution. Through the London mar- 
ket, silk tied Lombardy to Europe. Internally, improvements in transport and 
communications drew her closer to the rest of Italy. The restrictive economic 
policies an were a hindrance, however, and although the commer- 
cial classes favored free trade, they themselves were slow to change their 
traditional ways, the more since they were affected by the values of the 
agricultural aristocracy. 
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As for industry, it was left in a depressed state after the Napoleonic 
régime, which tried to make Lombardy an “appanage” of France. It was 
conducted, for the most part, in thé “interstices” of an agricultural society, 
being largely a domestic system providing part-time occupation for the 
peasants in the home. Spinning was being centralized in workshops. Thus 
small-scale commercial capitalism, still traditionalistic, with the merchant 
group ascendant over the manufacturing interest, was on the threshold “of 
industrial capitalism, with its factory districts and the problems of an 
urban proletariat. 

The second and third sections deal with the growth of journalism and 
the evolution of ideas. In them are discussed the attempts of the publicists 
to instill an interest in material improvements and in habits of thrift and 
industry. An interesting chapter discusses the manner in which the nine- 
teenth century faith in continuous, inevitable progress as an inexorable fact 
shaping man’s destiny, affected the leaders of Italian thought. 

The practical result of the publicists’ activities seems to have been the 
breaking down of the customs, traditions, habits, rules of thumb, ethics, 
and behavior of a pre-industrial population. Technical training, the dis- 
cipline and routine of the factory, habituation to the machine, and a capital- 
ist mentality were to take their place. The prudent caution of a traditionalistic 
and paternalistic landed interest distrusted speculation and the exploitation 
of labor, which accounted for the lack of aggressive, adventurous enterpris- 
ers, and even though “the spiritus capitalisticus, the spirit of the daring and 


unscrupulous entrepreneur, was in bad odor,” among the progressive pub- - 


licists in Lombardy they seem to have laid the basis for its development. 

As for the Marxian “materialistic” interpretation of his problem, Green- 
field’s analysis emphasizes the impact of ideas on economic development. 
His own conclusion reminds one of the controversy over the Russian revo- 
lution and its relation to the Marxian analysis of capitalism. The author 
definitely leans away from the economic interpretation, but qualifies his 
position somewhat, as the following quotations make evident. “There is 
no evidence in all this, to color the view that the liberal publicists were 
being pushed by a rising capitalist class, or were prompted to act as its 
mouthpiece. In fact, they were exerting themselves to rouse a timid and 
lethargic bourgeoisie to a consciousness of its own interests. At the same 
time, as has been abundantly evident, they viewed with concern the unbridled 
rapacity of the capitalist under a laissez-faire system.” 

From the standpoint of historical process the finding that an intellectual 
movement rather than habituation to the material exigencies of life, seems 
to have laid the institutional basis for the Risorgimento (at least internally) 
is of more than passing interest. 

MAURICE FREEMAN 
Ohio State University 


Á 
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NEW BOOKS 


ALFORD, L. P. Henry Laurence Gantt: leader in industry. (New York: Harper. 
1934, Pp. xii, 315. $4.50.) l 

ANTONUCCI, A. La liquidation financière de la guerre et la reconstruction en 
Europe centrale. (Paris: Marcel Giard. 1933. Pp. 463. 50fr.) 

An historical account of financial and credit policies utilized at the close 
of the Great War with a detailed analysis of reparations, handling of debts 
and reconstruction measures. 

Boccert, M. La ertsi risicola a l'ente nazionale risi. Inst. di Finanza della R. Univ. 
di Pavia stud. di poL, dir., econ. e finan. (Padova: Milani. 1932. Pp. vii, 136. L. 
17.) 

This Italian politico-economic study permits a limited comparison of our 
NRA and AAA organizations, procedure, efficacy and problems in particular 
industries with the ente of the a abe state. After parading in review the 
customary agricultural economic ilis of disorganization, internal individualism 
and relatively poor technology, the author relates how the Gargantuan forces 
of competitive individualism have been substantially conquered through the 
codrdinated planning and control of the corporative state rather than through 
the codperativism of self-organization under non-corporative states. The difh- 
culties of this minor Italian industry, rice culture, are ascribed to war dislocation 
and subsequent deflation and monetary reconstruction, which precipitated the 
world economic crisis and which affect contemporary national policies. Al- 
though the author is quite critical of the ente at some points, it is credited with 
a prolonged list of benefits through reduction of production and distribution 
costs, development of producer (industry) consciousness, augmentation of 
consumption, internal stabilization of the trade, monopolistic control of export 
markets, and research on technology of production and distribution. 

F. F. BURTCHETT 


BUCHANAN, D. H. The development of capitalist enterprise in India. (New 
York: Macmillan, 1934. Pp. ix, 497. $5.) 

Buck, N. S., editor. Survey of contemporary economics. (New York: Thomas 
Nelson. 1934. Pp. xvi, 846. $2.50.) 

The materials of this volume are based upon extracts from the news columns 
and special articles in the New York Times, Current History and the Annalist. 
The narrative covers 1933 and the first half of 1934. “The book is designed 
primarily for use in courses in elementary economics,” but will also be of 
service in the field of government. In all there are 350 extracts grouped under 
the depression, money and banking, the farm problem, industrial problem 
and the codes, unemployment and relief, labor organization and collective 
re agp public utilities, securities and the exchanges, public finance, foreign 
trade, and social control. 


CoLiins, W. D., and others. The industrial utility of public water supplies in 
the United States, 1932. Geol. surv. water-supply paper 658. (Washington: 
Supt. Docs. 1934. Pp. 139. 15c.) 

Coons, A. G. Economic reconstruction in China. Addresses before convocations 
of the College of Chinese Studies. (Peiping: College of Chinese Studies. 
1934, Pp. 43.) 

Cressey, G. B. China's geographic foundations: a survey of the land and its 
people. (New York: McGraw-Hill. 1934. Pp. 436.) 

Dawson, W. H. The Saar territory: its history, population, industry, and gov- 
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ernment by the League of Nations. Reprinted from Germany under the Treaty. 
(London: Allen and Unwin. 1934. Pp. 32.) 

Doren, A. Italienische Wirtschafts oe Band I. Mittelalter und Renais- 
sance. (Jena: Fischer. 1934. Pp. vii, 740. RM. 39.50.) 

Doua ass, P. F. The economic independence of Poland: a study in trade adjust- 
ments to political objectives. (Cincinnati: Ruter Press. 1934. Pp. 134. $2.) 


“As a rule economics seems to be burdened with the task of adjusting trade 
relationships to political objectives” Lp. 6). In Poland two of the major 
objectives have been (1) to create a self-supporting nation out of one indus- 
trial, and three unequally developed R, segments of three defeated 
great powers, and (2) to render Poland independent of Germany in the 
marketing of her goods. The results of the World War created the first prob- 
lem; a recently concluded eight-year trade war with Germany was largely 
RE for the second. Mr. Douglass maintains that a partial solution to 
both lies in encouraging the exportation of surplus agricultural Sage to 
neighboring rather than distant countries. It does not lie in subsidizing sub- 
marginal industrial producers who are unable to compete abroad with their 
better equipped west European rivals. He supports and clarifies his contentions 
with brief statistical tables which are generously strewn throughout the book. 

Criticisms of such an admirably presented thesis must necessarily be picayune. 
A map of the railroads traversing the country with their foreign connections 
would have been helpful to the reader. To quote at length in French from 
a government report written by an American financier seems unduly erudite. 
The index is inadequate, not to say perfunctory. The author’s claim that the 
Polish corridor is not an economic necessity is interesting but not convincing 
(p. 113). 

Polish statesmen would do well to read this concise and instructive contribu- 
tion to our knowledge of the country’s economic difficulties. Americans will 
find it unconsciously makes Poland’s debt defalcations to her benefactor seem 
less of an ungrateful gesture. 

DONALD L. KEMMERER 


EDLER, F. Glossary of mediaeval terms of business. Italian series, 1200—1600, 
(Cambridge: Mediaeval Acad. of America. 1934. 74 xx, 430. $6.) 

FLORINSKY, M. T. The Saar struggle. (New York: Macmillan. 1934. Pp. xiv, 
191. $2. 

eae 2 deals with the economic factors and particularly those relating to 
coal and iron. Chapter 3 discusses labor and social relations. 

Hacker, L. M. A short history of the New Deal. (New York: Crofts. 1934. 
Pp. 151. $1.75.) | 

An historical account of the New Deal in its relation to agriculture, foreign 
trade, the credit system, and industry. The author is an experienced writer, and 
in part the volume repeats views already expressed in magazines and daily 
papers. The author, while mildly critical, appears to be fair in his interpreta- 
tions of the several policies discussed. 

Two chapters treat with the New Deal in theory as far as it affects (1) 
agriculture and industry and (2) the credit structure and regainingeof foreign 
markets, Then follows a discussion of the New Deal in practice. In the appendix 
is a legislative record of the seventy-third Congress. 

HAPKE, R. and WIsKEMANN, E. Wirtschafisgeschichte. Teil II. 1933. (Leipzig: 
Gloeckner. 1933, Pp. 183.) 
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HASEBRORK, J. Trade and politics in ancient Greece. Translated by L. M. PRASER 
and D. C. MACGREGOR. (Chicago: Univ. of Chicago Press. 1934. Pp. 200. 
$2.25.) 

HEATON, H. The British way to recovery. (Minneapolis: Univ. of Minnesota 
Press. 1934. Pp. vi, 184. $2.) 

A clear and interesting narrative based upon a year’s residence in England 
immediately following England’s departure from the gold standard. Supple- 
menting this study are chapters on Australian and Canadian recovery policies, 

KRUTCH, J. W. Was Europe a success? (New York: Farrar and Rinehart. 1934. 
Pp. 88. $1.) 

Pao J. H. Since 1914. (New York: Barnes and Noble. 1934. Pp. 288. 
$1.50.) 

History of the world since 1914. The narrative is illustrated by 10 maps 
and each chapter has a brief bibliography. Chapter 8 deals with the world 
economic depression, The index is detailed. 

LARSEN, A. J., editor, Crusader and feminist: letters of Jane Grey Swtsshelm, 
1858-1865. (Saint Paul: Minnesota Hist. Soc. 1934. Pp. ix, 327. $2.50.) 
LounsBury, R. G. The British fishery at Negjonaiigns 1634-1763. (New 

Haven: Yale Univ. Press. 1934. Pp. viti, 398. $4.) 


This book definitely supersedes all other works as a detailed account based 
On primary sources of the history of Newfoundland to the treaty of Paris. 
The author is chiefly concerned with problems of policy, and traces control of 
the fishery through the failure of companies in the first half of the seventeenth 
century, the dominance of West country ports under charter regulation to the 
end of the apne statutory regulation from the Newfoundland act of 1699 
to 1729 and civil government to the end of the period. He concludes that 
“in the field of national economy Newfoundland played only an indirect part 
in contributing to the wealth of Great Britain but in the field of international 
politics the training of seamen was vital to the nation; and in that particular 
the fishery participated directly in building and maintaining British naval 
power. The direct contribution of the trade and fishery of Newfoundland to 
the maintenance of the balance of power is of as much if not more significance 
than its direct assistance to the maintenance of the balance of trade,” Legisla- 
tion was designed to strengthen the position of the West country ports in the 
struggle with the settlers in order that shipping might serve as a more effective 
support in ships and men to the navy. 

he limitations of the title bar the reader and the reviewer, especially the 
economic historian, from raising extensive questions on related fields such as 
the position of France, of New England and of the West Indies, although 
much tantalizing information is given on such subjects. The value of the work 
is enhanced by an excellent aia. a bibliographical note, two maps and a 
chapter on the physical environment. 
H. A. INNIS 


NERVAL, G. Autopsy of the Monroe doctrine. (New York: Macmillan. 1934. 
Pp. xi, 357. $3.50.) 
POGGI, E.M. The prairie province of Illinois. Stud. in soc. sci. xix, no. 3. (Ur- 
bana: Univ. of Illinois. 1934. Pp. 124. $1.) 
The purpose of this study is to learn the character and influence of the 
various elements—“natural environment, topography, soil, climate, mineral 
resources, and location, upon the settlement and development of the prairie 
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rovince of east-central Illinois.” After an extensive discussion of physical 
eatures, both surface and sub-surface, the author gives an estimate of the 
adjustments which have come about as a result of physical conditions. For some 
years after the first settlement of the state, the “prairie province” was looked 
upon as the least attractive part of the region. Absence of timber for building 
purposes, lack of water-means of communication—the only avenues of trade 
in the early day—belief that the soil was unfit for cultivation, later difficulties 
in plowing the matted surface of the prairies, prohibited settlement. Subse- 
quently, the invention of plows which were able to turn the sod, and still more 
ee the construction of railways through the area, which opened markets, 
led to an extensive development of the prairies. The early part of the text ts 
devoted to a study of geological and geographical features; this is followed by 
a study of natural vegetation, the development of agriculture, of industries, 
of mining, and of indiestiial settlement. | 

I. LIPPINCOTT 


RUSTON, A. G. and Wrrney, D. Hooton Pagnell: the agricultural evolution of 
a Yorkshire village. (New York: Longmans Green. 1934. Pp. vii, 459. 
$10.50. 

oe VON WALTERSHAUSEN, A. Die Umgestaltung der zwischenstaatlichen 
Wirtschaft: ein geschichtilicher Rückblick, 1914-1932. (Jena: Fischer. 1934. 
Pp. v, 326. RM, 18.50.) 

SOLMSSEN, G. Beiträge zur deutschen Politik und Wirtschaft, 1900 bis 1933. 
Band I and II. (Munich: Duncker und Humblot. 1934. Pp. lii, 448; vii, 
451-919. RM. 19.) l 

TOYNBER, A. J. and BOULTER, V. M. Survey of international affairs, 1933. (New 
York: Oxford Univ. Press. 1934. Pp. x, 636. $8.) 

This is one of the most useful annual surveys, begun in 1920, of current 
history, prepared under competent scholarship of the Royal Institute of Inter- 
national Affairs. Part 1 includes a chapter on adjustment and revival through- 
out the world in 1933; Part 2 deals with disarmament and security; Part 3 
is devoted to the American continent, with chapters on the seventh Pan- 
American conference, relations between Haiti and the United States and re- 
lations between Cuba and the United States, going back to 1898; Part 4 con- 
siders the Far East. In the appendix is a 30-page chronology of events in 1933; 
and the volume is well indexed. 

TREWARTHA, G. T. A reconnaissance geography of Japan. Stud. in the soc. sci. 
and hist., no. 22. (Madison: Univ. of Wisconsio. 1934. Pp. 283.) 

VASQUEZ, D. Teoria regionalista y regionalismo peruano. (Lima: Univ. Auto- 
didacta Peru. 1932. Pp. 316. 5 soles oro.) 

WESTERMAN, W. L. and HASENOEHRL, E. S., editors. Zenon papyri: business 
papers of the third century, B.C., dealing with Palestine and Egypt. (New 
York: Columbia Univ. Press. 1934. Pp. x, 177. $6.) 

Wipes, H. E. Japan in crisis. (New York: Macmillan. 1934. Pp. viii, 300. $2.) 

Contains chapters: “Labor seeks recognition,” “Agrarian unrest,” ‘“Com- 
mercial corruption.” 

WILLIAMSON, H. F. Edward Atkinson: the biography of an American liberal, 
1827-1905. (Boston: Old Comer Book Store. 1934. Pp. xiv, 304.9 

Abriss einer Sozial und Wirtschafisgeschichte Europas von der Völkerwanderung 
bis zur Gegenwart. Dritte olor Stadt und Bürgerschaft (die Neuzeit). 
T der Soziologie, Band IV. (Jena: Fischer. 1934, Pp. xvi, 813-1322. RM. 
25.50. 
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Annuaire statistique: République Turque, 1932-33. (Ankara: L’Office Central 
de Statistique. 1934. Pp. 514.) 

The economic legislation of the seventy-third Congress. Vol. Ul. (New York: 
National Industrial Conf. Board. 1934. Pp. viti, 256. $2.50.) 

Norwegian-American studies and records. Vol. VIII. (Northfield, Minn.: Nor- 
wegian-American Hist. Assoc. 1934. Pp. vii, 176.) 

Ritmo de la crisis económica española en relación con la mundial. (Madrid: Banco 
de España. 1934, Pp. 418.) 

Largely a statistical volume with index analysis, interpreting economic move- 
ments in Spain during the years 1928-1934. The study is profusely illustrated 
with charts. 

World economic survey: third year, 1933-34. (Geneva: League of Nations. New 
York: World Peace Found. 1934. Pp. 365. $2.) 

This is the third survey made by the Economic Intelligence Service of the 
ae of Nations. It covers the year 1933, and the first half of 1934 and is 
prefaced by J. B. Condliffe. The chapter headings indicate the scope of the 
survey: Recovery and economic nationalism; the changing economic order; 
the recovery in world production; the course of prices in 1933-34; wages and 
labour conditions; world trade in 1933; some problems of public finance; 
credit and recovery; the capital market; the economic situation in July, 1934. 
In the appendix is a serviceable 15-page chronology of events. The volume, 
generously provided with statistical tables and charts, is readable and will 
serve as a helpful guide for understanding the changes which are taking place 
in the economic world. 


Agriculture, Mining, Forestry and Fisheries 


Economics with Applications to Agriculture. By EDWIN F. DUMMEIER and 
RICHARD B. HEFLEBOWER. (New York: McGraw-Hill. 1934. Pp. 
x, 742. $3.75.) } 

This is a text in general economics, geared more specifically to a relation 
of principles to the field of agriculture. However, it does not omit the ter- 
ritory of commerce and industry in doing so, for the authors state that 
their aim is “to give a thorough and well-balanced description and analysis 
of the whole economic system.” 

Even in this day of constantly mounting numbers of texts for beginning 
courses in economics, there is, in the opinion of the reviewer, solid justifica- 
tion for such a volume as this. First, there is the fact that the conventional 
text in general economics today, either consciously or unconsciously, too 
largely ignores the agricultural phases of the subject, seeking the major 
part of its illustrative materials from the urban, industrialized interests. This 
procedure has resulted in the fact that the usual economist of today, the 
mature as well as the immature, has a rather limited understanding of the 
economicéases of the vastly important agricultural situation. And the con- 
tention is made by the reviewer that this deficiency results in a seriously 
one-sided comprehension of the structure and operating interrelationships 
of these two major parts of the economic order. 
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Also, the reviewer believes that a volume along the lines of this attempt 
has been in order for some time, because the earlier—and in large measure 
the currently prevailing type of—agricultural economics texts have to a con- 
siderable extent become outmoded. They were highly useful in their time, 
but the field and the teaching of agricultural economics have advanced 
considerably since these texts were developed some fifteen or twenty years 
ago, and efforts at revision have not adequately modernized them. 

The volume under review is perhaps necessarily a bulky one, and in parts 
clumsy in its handling of materials. Moreover, its choice of suggested read- 
ings appears to be rather too limited. The reviewer doubts also whether, as 
the authors evidently contemplate, teachers of agricultural economics, by 
omitting various chapters, will find it well adapted to the student who has 
already had an introductory course in economics. Neither is it such a volume 
as may hope for “a favorable reception by persons outside of colleges who 
are interested in the problem of agricultural well-being;”’ it is entirely too 
formal for the general reader. It is a valuable, pioneering effort in the right 
direction, and will undoubtedly meet with a well-merited reception in agri- 
cultural colleges where the introductory courses in economics and agricul- 
tural economics can be advantageously combined, and it should be useful 
for the beginning course in economics in areas where agriculture is the 
primary concern. Moreover, it is to be hoped that this example toward 
according agriculture its proper place in the field of general economics will 
influence all authors of future texts on this subject. 

WILSON GEE 

University of Virginia 


Reshaping Agriculiure. By O. W. Wittcox. (New York: Norton. 1934. 
Pp. 157. $2.00.) 

Dr. Willcox, consulting agrobiologist and former assistant professor of 
soils, Iowa State College, in the major portion of his book introduces tech- 
nical developments in agrobiologic science to the general reader. His 
revelations are startling and indicate that we may be at the threshold of a 
new era of productivity in agriculture which will compare favorably with 
the wildest claims of technocracy in regard to the productive powers of 
modern industry. He explains how the agrobiologists have discovered the 
maximum productivity of land. Average American farming methods now 
result in yields of less than 10 per cent of this maximum. With further dis- 
semination of present knowledge we can expect a great increase of produc- 
tivity in terms of both land and labor. Because of the inelastic nature of 
demand this means that we are faced with a great deflation of fhe human 
and material components of the agricultural process. In the foreword Dr. 
Johnson states that the ruthless application to the best Jands of the best 
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methods within our reach would throw four-fifths or more of our lands out 
of use and expel four-fifths of our farm population from the open country. 

Dr. Willcox believes that if agriculture is left to continue the march 
toward its permanent minimum dimension under the pressure of rugged 
individualism, the social and political results will be disastrous. Conse- 
quently he offers a plan for social intervention in agriculture—a compromise 
between individualism and collectivism. “What we need is a formula that 
will bring capitalism and socialism into a union that will result in offspring 
whose legitimacy all can recognize. The fundamental shortcomings of 
modern. socialistic and communistic philosophers are two: they cannot con- 
ceive the absolute necessity (human nature being what it is) for continuing 
the private operation of industry, and they overlook the fact that with com- 
plete social control of the product every worth-while object of socialism 
and even of communism can be attained” (p. 151). 

His plan includes stabilization by means. of proration and price control, 
similar to the method employed by the Queensland sugar industry. There 
would be an absolute embargo on imports and the present producers would 
be guaranteed their share of the existing market in proportion to their 
previous production. The private producers would turn their crop over to 
an agricultural board which would market the crop for them, supplying the 
domestic market upon the basis of what the traffic will bear and dumping 
the balance upon the export market. The immediate objective would be 
to “fixate” the human component in agriculture at its present figure. In spite 
of the elimination of competition among producers, the author believes 
that little stagnation of initiative and progress would occur and therefore 
producers would make their fixed contribution to the general supply with 
less and less effort, resulting in an enormous gain in leisure. The second 
division of his theory has to do with the social capitalization of this leisure 
——this free labor, the time cost of which has been funded through tech- 
nological advances without the slightest new burden on any group. He sug- 
gests that this “ready financed surplus labor” be used to initiate the new 
era of social plenty by being utilized in industries which are technological 
laggards and for lowering the cost of production of those commodities, such 
as tea, radium, and potash, which are “below the level of profitable pro- 
duction under existing circumstances” (p, 149). 

A genuine contribution of this volume is its explanation to the layman 
of developments in the field of agronomy, indicating the ultimate great 
defiation of both land and labor factors in agriculture as costs are lowered 
through more intensive methods. In the opinion of the reviewer, the socio- 
economic plan of control is weakened by its narrow nationalistic basis. 
Furthermore, the golden mean between capitalism and socialism is hard to 
find. Possibly more workable plans could be laid either further to the right 
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or to the left. There is reason to fear that such a compromise plan might 
become so involved with practical difficulties that outright state socialism 
would appear relatively more effective as a means of implementing “the 
new era of social plenty.” 
R. T. STEVENS 
Ohio State University 
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BAIN, H. F. and Reap, T. T. Ores and industry in South America. (New York: 
Harper. 1934. Pp. xvi, 381. $3.50.) 

Books like this one which attempt to bridge the gap between the natural 
and social sciences are all too rare. The volume is popular in its style but 
scholarly in its subject matter. References are frequently given to guide readers 
who wish more detailed information on the ie ers tee but there is 
no bibliography. 

The authors are content in the main to analyze the mineral resources of the 
countries discussed. The treatment of the bearing of the facts on the possibilities 
of economic and social development is given less emphasis=and is less satis- 
factorily done. To some degree the partial picture of social and economic out- 
look is unavoidable, since the book does not attempt to survey, except in an 
incidental manner, agricultural wealth which is in many of the units the chief 
factor determining the advance which has been made and can be made. Human 
resources are also only summarily discussed. 

The authors have not interpreted their subject in a narrow sense but have 
presented the mineral resources of South America in the perspective of those 
of the world. Sketches of the historical development of the use of the metals, 
their present utilities and prospects for their future use place before the stu- 
dent the rôle of South America in world supply much more vividly than would 
have been sree if tonnage only had been presented. 

The book is valuable to the lay reader also because of what it does to ee 
two popular illusions which still cloud understanding of South America. The 
continent, it is demonstrated, cannot be expected to duplicate in the twentieth 
century the development which North America achieved in the nineteenth. 
Climate and the lack of power resources make that impossible even if great 
additions to the human resources could be secured through immigration of 
European stocks. Foreign capital and initiative are shown to have been not the 
exploitive influences which many still consider them but the moving forces 
which have largely made possible whatever advance has been achieved and 
constructive influences contributing to strengthen the local economies and social 

` progress. 
CHESTER LLOYD JONES 
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A glowing account of what the science of chemistry has done and can do 
for promoting the development of our natural resources, and mote particu- 
larly agricultural products. Author is research assistant of the Dow Chemical 
Company. 
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STANFORD, E. E. Economic plants. (New York: Appleton-Century. 1934. Pp. 
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Written by a professor of botany at the College of the Pacific, this volume 
is a detailed descriptive account of the economic uses of plant life. It includes 
a survey of forest ae textile plants, paper and gen products, sugar 
and sugar plants, fixed oils, fruits, spices, beverage-yielding plants, and medic- 
inal plants. 
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BATTAGLIA, M. L'industria del vetro in Italia. (Rome: Soc. Ed. di “Novissima.” 
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American Iron and Steel Institute: annual statistical report for 1933. (New York: 
Am. Iron and Steel Inst. 1934. Pp. vi, 115.) 

Nattonal Fertilizer Association: proceedings of the tenth annual convention, held 
at White Sulphur Springs, West Virginia, June 11-13, 1934. (Washington: 
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Production and sales of dyes and other synthetic organic chemicals, 1933. U. S. 
Tariff Commission rep. no. 89, 2nd ser. (Washington: Supt. Docs. 1934. 
Pp. 47. 10c.) 
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NEW BOOKS . 


Dg FELLNER, F. V. Communications in the Far East. (London: P. S. King. 1934. 
Pp. vit, 362. 15s.) 


This book is an: effort to deal with communications within the Far East 
and between the Far East and other parts of the world, written by an officer 
in the University of Budapest. The author attempts to do two things, to pro- 
vide information of value to the specialist and to generalize upon the economic 
and political significance of the developments with which he is concerned. 
He has used few of the valuable publications in the English language and even 
fewer Chinese government documents. He seldom gives the sources of the 
figures which he uses. Misstatements of fact are numerous. We are told, for 
example, that the United States has two concessions in China (p. 58) and 
that Colonel Nakamura was killed in the spring of 1932 (p. 106). The his- 
tory of the Tientsin-Pukow Railway hopelessly confuses this railway with the 
Canton-Hankow Railway; and the account of railways in Manchuria gives the 
reader little understanding of the significance of the subject. Moreover, the 
author fails to generalize from his discussion of communications; amd his con- 
clusions, which are largely of a political nature, might have been the result 
of unspecialized observation. The author does, however, show appreciation 
of the importance of his field and of recent developments in the Far Fast 

C. F. REMER 
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FETTER, T. A. Southwestern freighi rates, (Boston: Christopher Pub. House. 
1934. Pp. 151. $2.) 

This monograph is an interesting historical study of the railway rate struc- 
ture of the Southwestern territory and a valuable contribution to our knowl- 
edge of factors determining the economic development of that region. It is 
informing as to the complexity of the transportation rate problem, past and 
present, of the country as a whole—a field in which comparatively little read- 
able material is available. The book is clear and concise. 

R. E. CURTIS 


HAstTINGS, J. A. Postalizing transportation. (Great Neck, L.I.: Author. 1934, 
Pp. 40.) 

Bo V. Government ownership of railroads: how we ought to prepare our- 
selves against it if we don’t want it to come. Address before joint meeting of 
the Traffic Club of N.Y. and the N.Y. Board of Trade. (New York: Commit- 
tee on Pub. Rel. of the Eastern Railroads. 1934. Pp. 29.) 

OwEN, W. A study in highway economics: being the Harvard Phi Beta Kappa 
prize essay for 1934. (Cambridge: Pub. by the Society. 1934. Pp. xi, 109.) 

This little volume received the Harvard Phi Beta Kappa prize essay for 
1934, The several chapters treat of the highway plant; highway planning; cost 
allocation both as'to benefits received and types of vehicles; and motor ve- 
hicle taxation. The monograph is well annotated, with a bibliography of over 
four pages. 

THOMPSON, S. Railway statistics of the United States of America for the T 
ended December 31, 1933, compared with the official reports for 1932 and re- 
cent statistics of foreign railways. (Chicago: Bur. of Railway News and Statis- 
tics. 1934, Pp. 121.) 

Topp, J. A., editor. The shipping world: afloat and ashore, (London: Pitman. 
1934. Pp. xiii, 308, 7s. Gd.) 
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ton: Library Bur. of Railway Econ. 1934. Mimeographed.) 
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Highway user ser, no. Ri. (Washington: Nat. Highway Users Conf. 1934. 
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Shall the federal government “crack down” on highway transportation? Memo- 
randum submitted to the Honorable Franklin D. Roosevelt, President of the 
United States, October 17, 1934. (Washington: Nat. Highway Users Conf. 
1934. Pp. 8.) | 
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International Economic Relations. The Report of the Commission of In- 
quiry into National Policy in International Economic Relations. ( Min- 
neapolis: Univ. of Minnesota Press. 1934. Pp. x, 399. $3.00.) 


The Commission, whose report is here under review, was appointed in 
the autumn of 1933 by the Social Science Research Council. It was composed 
of Robert M. Hutchins, University of Chicago, chairman; William T. 
Gardiner, Incorporated Investors, Boston, vice-chairman; Carl L. Alsberg, 
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Food Research Institute, Stanford University; Isaiah Bowman, American 
Geographical Society and National Research Council; Guy Stanton Ford, 
University of Minnesota; Beardsley Ruml, R. H. Macy and Company, Iac., 
New York; and Alfred H. Stone, chairman of Mississippi State Tax Com- 
mission. The director of research and secretary (until July 1, 1934) was 
Alvin H. Hansen of the University of Minnesota. The Commission was 
asked 

to examine the present situation in the United States in which various practices 
and principles of nationalism and internationalism bear on national policy in 
international economic relations; to canvass the directions and objectives of. 
American policy, and their possible results in terms of the welfare of the American 
ER to make a report ae an analysis of the problems involved together 
with relevant recommendations. 


The Commission held a number of hearings in various cities of the country, 
received written memoranda, and consulted representatives of a variety 
of groups. l 

The report now published includes five parts: recommendations, reasons 
for the recommendations, report of the director of research, selected mem- 
oranda submitted to the Commission, and a summary of the hearings. To 
the recommendations, set forth concisely in six pages of the report, attention 
will here be chiefly directed. It is well first, however, to set forth the an- 
nounced point of view of the Commission. In brief, it is a national point 
of view. Indeed, the Commission takes care to clear the air on this point by 
pointing out that a realistic policy must be national in the sense that it aims 
at the best interests of the United States. The report, however, is character- 
ized by an international point of view in the sense that the writers do not 
lose sight of the close relationship of the “best interests of the United 
States” to the economic well-being of the rest of the world. The keynote of 
the report is contained in the first sentences of the recommendations: 


In order to advance the recovery of the world, the United States must promote 
the interchange of goods and services among nations. We believe that this policy 
is indispensable to the recovery and development of the United States. 

At this point the reader might anticipate a rather sweeping recommenda- 
tion of tariff reductions, but immediately the conflict of principle and ex- 
pediency, which runs through the report, appears in the statement that 
The principal difficulty in admitting additional imports into this country is the 
ten million unemployed in the United States. 

And so the specific recommendations as to tariff reductions are restricted 
. to those cases in which “no serious addition to unemployment Would re- 
sult.” Among these are (1) tariffs on non-competitive products, (2) inef- 
fective rates, (3) tariffs exclusively for revenue, (4) tariffs on goods of 
which we import almost all our domestic consumption, (5) tariffs on goods 
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requiring types of craftsmanship not developed in the United States, (6) 
tariffs on certain minerals of which the United States has scanty supplies, 
or which have been over-extended in submarginal production areas, and 
(7) tariffs on seasonal imports at those times of the year when domestic 
production is impossible. | 

Imposing as this list is at first sight, it clearly does not constitute a re- 
pudiation of the protectionist principle. No intelligent protectionist could, 
for example, object to removing tariffs on non-competitive products or to 
removing ineffective rates. On the other hand, one who favors a greater 
freedom of trade cannot derive much comfort from such proposals. Nor 
is it clear just how such innocuous measures would be effective in promoting 
the avowed object of the Commission of achieving “a more wholesome 
balance in the international accounts of the United States.” If, indeed, these 
tariffs selected for reduction are, as they appear to be, those that are inef- 
fective for the purposes of protection, then removing or lowering them will 
have little effect, either wholesome or otherwise, upon the balance of inter- 
national accounts. The Commission, itself, apparently has some misgivings 
as to the effectiveness of these specific proposals, for it continues: 


If these measures do not prove adequate to increase imports to the necessary 
degree, rates in other commodities should be lowered, with the proviso that the 
increases in the volume of goods admitted be subject to control in order to 
minimize the danger of unemployment... . 

It will be observed that this conditional recommendation is stated in 
general terms, and in the subsequent discussion the only points added are 
that the tariffs to be selected for this purpose should be those that are very 
high and those which protect monopolized or cartellized industries. One 
reader, at least, is left with the impression that the Commission does not 
attach very great significance to this rather general recommendation. 

The Commission is apparently of the opinion that a time of depression 
is a poor time to reduce protective tariffs. Space does not permit a discussion 
of this question, but it may be remarked that of some forty members of an 
invitational round table meeting at the last meeting of the American Eco- 
nomic Association, at which this report was very actively discussed, no one 
would volunteer to support this view. As one member of this group pointed 
out, any time is a bad time to reduce protective tariffs if one looks only at 
the direct effect upon the protected industry. If it is believed that the country 
is really suffering from unbalanced international accounts, it would seem to 
follow that a movement to balance these accounts through increased imports 
would have the effect of stimulating exports and raising the real purchasing 
power of the country. 

A number of other specific recommendations are made on some important 
problems of agricultural policy, monetary policy, and political measures, 
most of which would be classified as “liberal.” Furthermore, there are some 
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very excellent analyses of current problems included in the Commission’s _ 
discussion, in the report of the director of research, and in the appended 
memoranda. 

In general, one is impressed by the effort of the Commission to be realistic, 
and this is apparently considered to mean that political possibilities must 
be taken into account in formulating its recommendations. This attitude 
will be praised by some; it will be questioned by others. This report, as well 
as several other recent efforts of social scientists to become “practical,” raises 
the question whether it is a proper job of social scientists to advise the 
government as to what is politically feasible to do. Possibly the politically 
elected representatives of the people are in a better position to judge that 
point. It may be that the scientists have fulfilled their function when they 
report that if such and such results are desired, these are the ways of attain- 
ing them and leave it to the Congress to determine, first, whether the results 
are desired, and, second, whether it is feasible to adopt the measures rec- 
ommended for attaining them. 

C. E. GRIFFIN 

University of Michigan 

NEW BOOKS 
ALLEN, L. W. Limited p peika the road to unlimited prosperity: an economic 
theory and a political platform. (New York: Strand Pubs. 1934. Pp. 70. $1.) 
Explains the relationship of wealth, income and markets in terms of goods 
rather than in terms of money; presents a theory of booms and depressions 

which ascribes these changes to the influence of large incomes; and proposes a 


remedy which, though drastic, merits thoughtful consideration. 
PEMBROKE H. BROWN 


BEARD, C. A. and SMITH, G. H. E. The open door at home: a trial philosophy 
of national interest. (New York: Macmillan. 1934. Pp. 339. $3.) 
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(Washington: Catholic Univ. of America. 1934. Pp. viii, 90.) 

CROWTHER, S. A primer: comment on the great constructive work of the Prest- 
dent of the United States in making arithmetic the basic science of government. 
(New York: Chemical Foundation. 1934. Pp. 31.) 

Criticism of findings of Mr. George N. Peek, special adviser to the President 
on foreign trade. Our export trade in capital was not accompanied by an equal 
amount of export of commodities. Official figures are analyzed. 

FAIRCHILD, F. R. The business cycle and the New Deal: a supplementary chapter 
in economics. (New York: American Book Co. 1934. Pp. 22. 8c.) 

FANNO, M. I trasferimenti anormali dei capitali e le crisi, (Turin: Giulio Einaudi. 
1934. Pp. 154.) 

Frrrz, W. G. Contributions to business-cycle theory. (Pittsburgh: Author, Bur. of 
Bus. Res., Univ. of Pittsburgh. 1934. Pp. 71. $1.60.) 

Hussey, R. D. The Caracas Company, 1728-1784: a study in the Pistory of 
Spanish monopolistic trade, (Cambridge: Harvard Univ. Press. 1934. Pp. xii, 
358. $4.) 
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MAURETTE, F. Social aspects of industrial development in Japan. Stud, and rep. 
ser. B, no. 21. (Geneva: Internat. Labour Office. New York: World Peace 
Foundation. 1934. Pp. 69. 35c.) 


The work under review is a pamphlet by the assistant director of the Inter- 
national Labor Office, who spent some three weeks in Japan to investigate its 
export manufactures. Despite its brevity, it is one of the most elucidating and 
suggestive studies on the subject which seems to be a source of anxiety among 
industrial nations of the world. He visited twenty odd establishments repre- 
senting industrial groups such as wool spinning, weaving and knitting; cotton 
spinning, weaving and dyeing; an iron foundry, a glass works and factories 
manufacturing matches, porcelain and pottery, porcelain electric insulators, 

- electric bulbs, bicycles, watches, fountain pens, india-rubber goods, fine silks 
and embroideries, painted and embroidered material for kimono and lacquer 
ware as well as a brewery and printing works. These establishments altogether 
employed about 11,000 workers. He refrains from generalizing because “Japan 
possesses some 75,000 factories and workshops .. . employing about 1,666,000 
persons,” and because “if the small workshops falling outside the (Factory) 
Act are included, together with family workshops, which are also outside 
the Act, a figure of four or five million persons might be reached” (p. 1). 
However, he describes the essential characteristics of each of the industries 
investigated and points out their relative importance from the standpoint of 
international trade. 

He Sa on the conditions under which labor is employed and discusses 
the standard of living in Japan. He speaks of the efficiency of Japanese workers 
as follows: “During my visits to (acres and workshops I was constantly 
struck by the rapid and indeed brisk way in which the employees worked, with 
the result that the output per worker is high” (p. 33). 

He then presents representative views of the government, the employer, the 
worker, the economist, sociologist, etc., on social aspects of Japanese industrial 
development. Finally, he draws certain tentative conclusions, but he says: 
“There is one question to which I do not hesitate to take the responsibility of 
giving a definite and positive reply—the question of social dumping . . . social 
dumping is defined as the operation of promoting the export of national 
products by decreasing their cost of production as the result of depressing 
conditions of labour in the undertakings which produce them, or keeping those 
conditions at a low level if they are already at such a level. It may be stated 
that social dumping, defined in that way, does not exist in Japan” (p. 58). 

YAMATO ICHTHASHI 


RÖPKE, W. German commercial policy. (London: Longmans Green. 1934. 
Pp. viti, 86.) 

This book represents a series of lectures which were given by Professor 
Röpke at the Graduate Institute of International Relations in Geneva in the 
early part of 1934. The author begins by outlining the commercial policy and 
the economic development of Germany after the unification of the country 
and particularly after the passage of the tariff of 1879. Those unfamiliar with 
the forees which have been shaping the economic life of the country from the 
establishment of the German Empire to the outbreak of the World War will 
find the discussion too sketchy and somewhat inadequate to serve as a back- 
ground for a subsequent consideration of the growth of protectionism in 
Germany and the crises of 1931. 
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The author is a firm believer in the necessity of liberalizing commercial 
policies in general and the policy of Germany in particular. Forcefully, though 
with too many repetitions, Professor Röpke brings out the point that modern 
tendencies toward autarchy are not in accordance with the “inner logic of the 
universal development of last centuries” and that the fate of Germany and to 
a varying degree the fate of other leading nations is bound up with a return 
to economic internationalism. The book gives a Clear insight into the develop- 
ments in Germany since the Great War. The author attributes Germany's 
economic troubles largely to the misguided policy of protecting monopolistic 
producers of iron and steel on the one hand and great landlords, growers of 
rye, on the other. This policy raised prices of export articles and hindered the 
breaking up of large estates and the settling of Eastern Germany by peasant 
farmers ; it also prevented the transformation of German agriculture in keeping 
with her natural advantages and along the lines which have proved so successful 
in Denmark and in Holland. Thus far the monopolists and the landowners 
have had the upper hand, but their victory has overwhelmed the whole economic 
structure of Germany and has led to disaster. The last chapter of the book is 
devoted to an analysis of what the author considers to be short-term measures 
adopted to meet emergencies and which, according to him, are unfortunately 
conceived by some to be long-run policies. 

It is encouraging to note that Professor Röpke concludes his thought-pro- 
voking recital of restrictionists’ Pyrrhic victory in Germany with an expression 
of faith that the ultimate outcome of the combat will be on the side of sound 
ideas, to which belongs the future. 

SIMON LITMAN 


SIMPSON, K. Introduction to world economics. (New York: Harper. 1934. 
Pp. xvi, 295. $3.50.) 

This is a study of four economies—France, Germany, Great Britain and the 
United States—their relations to each other and to the rest of the world. 
There is a foreword by Senator Costigan and a beginning chapter which pro- 
vides both an introduction and a summary. Part 1 outlines the basic industries 
of the four countries and indicates their different degrees of self-sufficiency, 
while in Parts 2 and 3 their money-banking systems are decribed, the inter- 
relation of their price and cost levels, their capital movements and trade barriers. 
Though short historical summaries of tariff policies are given, the discussion 
is taken up mainly with the period since the war. 

From the analysis there emerges a plea for less interference with interna- 
tional commerce and finance. The author states that “maladjustments in the 
declining national price levels constituted the single, most disrupting economic 
influence after 1922” and suggests where joint international agreement might 
have eased the situation, “nationalistic measures brought it to the verge of 
economic collapse.” Since attempts to raise prices by currency depreciation and 
trade restriction have been deflationary, Mr. Kemper Simpson earnestly pleads 
for the restoration of stable exchanges and the gradual elimination of tariff 
duties. RALPH E. FREEMAN 


STARCH, D. Faith, fear and fortunes. (New York: Richard R. Sméth. 1934. 
Pp. 226. $2.) 

The thesis of this book is developed on the theory that business fluctuations 

are mainly matters of human behavior. The author believes that booms are 

largely the product of mass psychology, of excessive enthusiasm and faith, 
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and that depressions result largely from mass psychology of fear. He states this 
thesis in the closing paragraph of his book as follows: 

“I conclude as I began. Booms and depressions are phenomena of mass 
psychology. The ordinary piddling manipulations of men and governaments are 

ut the ripples of the titanıc tides of the human desires, emotions, and rivalries 
of the world’s 2,000,000,000 souls. The up-wellings of the inner urges of 
these millions of persons, individually and in the mass, are the giant forces 
which make or unmake the world’s business.” 

Dr. Starch shows the similarity between the Tulip Craze, the Mississippi 
Bubble, the South Sea Bubble, the Florida Land Boom and the Great Stock 
Market Boom of 1929 in that each of them was a product of blind speculation 
due to mass psychology of faith in rising prices. He analyzes the happenings 
of the depression of 1929-1933 as propelled largely by mass psychology of 
fear. He pays President Roosevelt a very high compliment as being one who 
is able to instill confidence and faith in the mass of the people under conditions 
of widespread fear. He finds some good and some bad in the various so-called 
New Deal measures of the Roosevelt Administration. 

He proposes the following policies to prevent the recurrence of future 
ied aan (1) Educate the masses that depressions follow booms; that the 
only way to prevent depressions is to ges the occurrence of booms; (2) 
organize a supreme economic council of leaders in the various fields of activity 
to advise the government and business as to current and future economic policies 
to be followed; (3) increase the margin on stock exchange loans; (4) improve 
the banking practices and impose higher standards for banks; (5) give the 
business managers in various industries an opportunity to codperate in carrying 
out managerial policies; (6) create new industries and develop new economic 
desires on the part of the public; and (7) have more thinkers and planners 
in business. 

In my opinion Dr. Starch overstresses the importance of the psychological 
factors in business fluctuations and attaches too little importance to the physical 
and financial factors involved in those movements. Certainly, there are basic 
causes for this mass psychology that he talks about; he practically ignores these 
basic causes in his discussion. The book is an interestingly written popular 
presentation of his thesis, but to the student of business cycles it contains 
nothing new. 

ARTHUR B. ADAMS 


New Zealand: statistical report on trade and shipping of the Dominion, 1933. 
Part II. (Wellington: Census and Statistics Office. 1934. Pp. xvi, 86. 3s. 6d.) 


Accounting, Business Methods, Investments and 
the Exchanges 


Government Experimentation in Business. By WARREN M. PERSONS. (New 
York: Wiley. 1934. Pp. xi, 268. $2.50.) 

Dr. Pétsons became so interested in a survey he made for the Edison 
Electric Institute that he was stimulated to further inquiry. Government Ex- 
perimentation in Business is the result. 

The nature of the book is hardly suggested by the title itself. In the first 
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place, it does not examine, as might be expected, the experiments commonly 
called “the New Deal’—that is, except by implication. But the latter is 
abundantly clear. For Dr. Persons is above all concerned to utter the awful 
warning of history, hoping against hope that Hegel may be wrong, hoping 
that America may learn from the teachings of history what is to him so very 
plain—namely, that whenever enterprises traditionally belonging to the 
province of private business are undertaken by governments, they inevitably 
suffer the blight of financial ruin. 

Secondly, the book is not so much a scientific analysis of the activities of 
governments in business, weighing and balancing the successes and fatlures 
in the economic background to which they belong, as it is a stringing to- 
gether of summaries, usually of paragraph-length, and short quotations 
from writings of those who have discovered that when governments invade 
fields properly belonging to private enterprise, the government projects 
almost invariably end in failure. What Dr. Persons really does is to call to 
his aid a multitude of witnesses, and no matter who are called upon to testi- 
fy, whether contemporary observers, the National Transportation Commit- 
tee, distinguished members of the Harvard faculty, Mr. Samuel Crowther 
or Mr. Marcosson in the Saturday Evening Post, they all bear witness to the 
same disastrous results. 

Dr. Persons is concerned only with government projects which are sup- 
posed to be self-liquidating and return a profit. Fully half of the book 
is devoted to the early history of state turnpikes, canals, roads, and 
banks. For example, the costly experiments of state activities in banking, 
ending in repudiation of state debts, present a dismal picture, yet not nearly 
so dismal as it would have been if the failure of private banks had been 
added. The remainder of the book is taken up with experiments of the 
federal government with banks, railroads, reclamation projects, Muscle 
Shoals, the Merchant Marine, camels and the like, a long summary and 
conclusions. The period covered is July 4, 1776, to March 4, 1933. 

The reasons for the failure of governments in business are to be found 
chiefly in political corruption, bad planning and lack of initiative. When 
government enterprises compete with private they do so unfairly by the 
use of inaccurate accounting and by paying no taxes. But surely these things 
need not inevitably be so—as the experience of the Ontario hydro-electric 
will suggest. 

When failure comes to government experiments, the taxpayer, Dr. Per- 
sons warns, must pay the bills. As measured in costliness to the nation, 
however, it may be questioned whether the failure of government experi- 
ments are more serious, for example, than the collapse of fhe Insull 
experiment. 

H. F. R. SHaw 

Dartmouth College 
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Security Speculation: Its Economic Effects. By Jonn T. FLYNN. oe 
York: Harcourt Brace. 1934. Pp. xu, 332. $3.00.) 


This book is a direct challenge to the traditional arguments in support 
of security speculation. It contends that the economic benefits are relatively 
insignificant or non-existent. 

The author is to be complimented for sharply delimiting his field and 
clearly defining his subject. He is concerned only with economic effects and 
deals only with speculation in securities undertaken “with the design to 
make a profit out of the changes in the market price of such securities.” He 
rules out investment for income, commodity speculation, and such specula- 
tive enterprises as the building of a railroad, the opening of a store or the - 
operation of a farm, not to mention the classic example of the voyage of 
Columbus, with its crown-jewel financing. 

If anything, he delimits a little too much, for he seems to have in mind 
the operations of the “in-and-out” trader, to the exclusion of those large 
speculators whose dealings often extend over a period of years. However, 
the short-term traders give him abundant material: witness the statement 
that some 90,000 shares of floating stock of the J. I. Case Corporation were 
in 1931 the basis of exchange transactions of 13,777,000 shares. 

Certain descriptive chapters, such as those on the nature of stock ex- 
changes and trading methods, may be passed over here. The author holds 
that the one argument which could justify security speculation is that it is 
“essential to keeping in flow the needed supplies of capital funds for our 
corporate industries.” He then presents an analysis of the ways in which 
various railroad and other companies secured their capital supplies and 
insists that only a small part was obtained from securities marketed on an 
exchange. Yet later he states that common stocks sold privately are dis- 
tributed to the public through the machinery of stock exchanges. Again, 
he holds that few business enterprises secure funds through the medium 
of exchange trading. Indeed, he argues that security speculation, by absorb- 
ing large amounts of credit, often “competes with and hampers the new 
enterprise market instead of helping it.” 

Exchange trading is held responsible for the sale of excessive amounts 
of securities and for the creation of “huge masses of debt, almost beyond 
belief, debts which could never be incurred without the peculiar machinery 
of the stock exchanges for whipping up prices.” 

A chapter on the evils of margin trading is chiefly devoted to the absorp- 
tion of funds by speculation. Curiously, in a book on the economic effects 
of speculation, there is only brief reference to the widespread damage re- 
sulting ffom such a debacle as occurred in 1929. Market manipulation and 
the operations of floor traders and specialists come in for severe criticism. 
Short selling, instead of providing the proverbial “cushion,” is blamed for 
accentuating declines. 
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The contention that state interference with speculation has been proved 
a failure is challenged on the ground that such legislation dealt only with 
specific phases or specific practices. 

The final chapter analyzes the Securities Exchange act. This is criticized 
as not sufficiently drastic and for recognizing margin trading instead of 
prohibiting it. 

There are a number of errors such as the statement that the $508,302,- 
500 common stock of the United States Steel Corporation “was given to 
the bankers and the various organizers as a bonus,” whereas most of it 
was issued in part payment for stocks of constituent companies for which 
many owners had paid substantial prices: only part of it was “bonus” stock. 

While there is much good material in this book, it is not a really satis- 
factory work. The tone is that of the advocate whose zeal too often leads 
to special pleading and dogmatism. It does not give a complete picture. It 
purports to show that security speculation is almost wholly evil or wholly 
useless. The possible benefits of speculation are ignored or treated in very 
cavalier fashion. For example, one would expect to see thoroughly discussed 
the question whether the existence of a broad speculative market may not 
have facilitated the flotation of securities through private channels. A com- 
parison with conditions in real estate, where the absence or impracticability 
of an organized speculation is so often deplored, would have given a better 
balance to the book. 

In brief, it may be said that the author frames a rather striking indict- 
ment but that on his evidence and argument many readers may return a 
Scotch verdict. One of the chief merits of the book is that it is challenging, 
even irritating. It will give a sharp jolt to those who have been prone to 
accept as gospel the traditional arguments in support of security speculation, 
even though it does not convince them. 

_ LUTHER CONANT 

Winchester, Massachusetts 


Who Gets the Money? How the People’s Income Is Distributed. By WAL- 
TER RAUTENSTRAUCH. (New York: Harper. 1934. Pp. xii, 99. $1.00.) 
This treatise is a prominent industrial engineer’s analysis of changes in 
the national income occurring since 1909. The book is excellently written. 
The argument is so clearly set forth that the reader can scarcely fail to 
follow it. However, the fifteen charts, though presented in a form which 
will doubtless appeal to engineers, are likely to give the reader not trained 
in mathematics a moment’s pause before they are understood thoroughly. 
Throughout, the nation’s economic set-up is treated from an etfpineering 
viewpoint. The results may be likened to a technical description of a huge 
electric power plant written by an economist untrained in mathematics and 
physics. 
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Professor Rautenstrauch, reviving an eighteenth century doctrine long 
since discarded by economists generally, proceeds to class as non-producers 
all persons engaged in such activities as selling or delivering goods, banking 
or finance, education, treating the sick, protecting life and property, or 
carrying out any of the functions of government. All money going to per- 
sons in such fields is labelled overhead expense. Overhead also is made to 
include all interest, dividends, and rent. Having made this classification, 
the author proceeds to demonstrate statistically that, overhead costs rose 
from one-half of the national income in 1917, to two-thirds of the same in 
1932: in other words they increased 230 per cent, while “operation costs” 
were practically stationary. He then assumes it to be obvious that such an 
increase in overhead inevitably portends national bankruptcy. The question 
here arises as to whether Professor Rautenstrauch would be willing to fol- 
low this line of reasoning to its logical conclusion. Is high overhead an 
indication of unsound financial poSition? 

Take for example the case of a $10,000,000 hydro-electric enterprise 
with operating expenses of $550,000 per annum, of which sum interest 
charges constitute $500,000. Is its position weaker than that of a coal mining 
company, also having operating expenses of $550,000 made up of royal- 
ties, $50,000, office expenses and miscellaneous, $50,000, and wages, 
$450,000? 

It seems clear that the author endorses the Marxian doctrine that all re- 
turns on property are socially unjustifiable, for he says of the property 
owner: “This gentleman is neither producer nor overhead worker. . . . He 
toils not, neither does he spin. And as the result of ownership idling, he 
has always been well off.” In some way not made clear, Professor Rauten- 
strauch separates from the population some three millions of these par- 
asites, and divides among them the total property income of all recipients. 
He appears, therefore, to overlook the fact that, for the most part, these 
property owners are the same farmers, merchants, physicians, lawyers, bank- 
ers, brokers, manufacturers, etc., already accounted for under other 
categories of the population. 

The fundamental thesis of the book is that, between 1909 and 1929, 
the nation ought not to have reduced the proportion of the population en- 
gaged in such basic industries as agriculture, mining, and manufacturing. 
This implies a national psychology resembling that of the poor miner, who 
having “struck it rich,” came to the metropolitan hotel to celebrate, and, 
when confronted by the waiter with a formidable looking menu card, or- 
dered fifty dollars’ worth of ham and eggs. As it happens, however, most 
of us hav not wanted more ham and eggs. When, during the period men- 
tioned, the productive power, and hence the per capita income of the na- 
tion grew rapidly, the majority of the inhabitants increased their dollar 
votes not for more products of the farms and mines and factories, but for 
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better education and medical care, and for more travel, recreation, and en- 
tertainment. The best evidence available indicates that, in 1929, the pro- 
portion of the population suffering from lack of food, clothing, and shelter 
was very small. This being the case, why criticize the public for voting for 
the things they really wanted. While Professor Rautenstrauch ts doubtless 
correct in assuming that, in the period 1925 to 1929, overspeculation paved 
the way for depression, he presents no real evidence to indicate that diver- 
sion of much of the working force of the nation from production of 
basic necessities to production of comforts and luxuries was socially unwise 
or had anything to do with bringing about the 1929 collapse. 
WILLForD I. KING 
New York University 
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Capital and Capitalistic Organization 
Public Utilities and the People. By WILLIAM A. PRENDERGAST. (New 
York: Appleton-Century. 1933. Pp. vit, 379. $3.00.) 

This book reflects the author’s background and experience as comptroller 
of the City of New York and subsequently as chairman for nine years of 
the Public Service Commission of the State of New York. While many 
will disagree with Mr. Prendergast’s views on certain points, he has on the 
whole presented a lucid and readable sketch of the main issues of public 
utility economics. He is punctilious in canvassing the pros and cons of 
major subjects of controversy. The chapter on the Ontario Hydro, that 
perennial bone of contention, seems a model of fairness. On the other 
hand, his advocacy of reproduction cost rate bases and his whole-hearted 
acceptance of retirement accounting principles will provoke dissent among 
economists and accountants. The merit of the book les less in its conclusions 
than in its apt summarization of leading issues in form to aid the intelligent 
general reader. 

It is to be expected that regulation as seen by a regulator should not ap- 
pear in a too unfavorable light. The author presents evidence to controvert 
the assertions that regulation has “broken down.” He emphasizes the point, 
frequently neglected, that service quality is more important than rates. He 
inclines to the view that state commissions should adhere to a somewhat 
passive quasi-judicial rôle, yet opposes the institution of “people’s counsel” 
or “public defender” on the ground that the interest of users of public 
utility service is already competently defended. The volume of regulative 
activity, much of it concerning aspects other than rates, which a commission 
carries on indicates that recourse to the federal courts by no means wholly 
thwarts or cripples commission regulation. 

The procedure may be summarized as follows: From 1921 to 1928 the 
Public Service Commission of the State of New York issued 11,440 formal 
closing orders. In 46 of them a court review was begun; 12 of these were 
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discontinued before any court hearing was held; 20 of the remaining 34 
were heard by the Appellate Division of the Supreme Court of New York 
State. The Commission’s orders were affirmed in 14 cases and reversed in 
6. In the Court of Appeals, the court of final resort in New York State, the 
Commission’s orders were affirmed in 8 and reversed in 3. Subsequently 2 
cases reached the federal Supreme Court, where the Commission’s order 
was affirmed in one and reversed in the other. Thus, out of the 34 cases 
actually reaching the courts, 23 were affirmed, 10 reversed and one was 
still pending in the United States Circuit Court of Appeals. In that case the 
Commission was sustained by the latter court, and the company’s appeal 
to the United States Supreme Court was dismissed. Thus, in 11,440 cases, 
10 have been reversed by the courts. 

The author shows a vivid realization of two related questions often lost 
sight of: first, the importance of incentive provisions in any scheme of rate 
regulation, and second, the importance of promotional rates in lowering 
costs through increased volume. His own plan of rate control, presented in 
1930 to the New York State Commission on Revision of the Public Service 
Commissions Law embodies liberal incentive provisions. Important as are 
such incentives for lower rates when viewed from the standpoint of prac- 
tical administration, they raise far-reaching questions of social justice when 
seen over a sweep of several generations in an industry of decreasing costs 
in the orthodox sense, strongly reinforced by rapid technical advance. It is 
conceivable that the pace of such cost reduction may be such as to dwarf, 
relatively, the vexed questions of physical valuation which have filled so 
many volumes, In that case the issue shifts from that of a return an property 
to that of an increment of return attributable to changes in technique whose 
rate of diffusion throughout the industry may be only in part dependent on 
the alertness of individual operating company managements. 

B. A. THRESHER 
` Massachusetts Institute of Technology 


International Combines in Modern Industry. By ALFRED PLUMMER. (New 
York: Pitman. 1934. Pp. ix, 191. $2.50.) 

This is an interesting and valuable book. Although handicapped by the 
fact that most international cartels and trusts do not choose to tell the 
world very much about themselves, the author has managed to gather a 
considerable fund of information concerning these shadowy creatures of the 
economic jungle. There are more facts about international combines in this 
volume than in any other this reviewer knows of. Details concerning the 
internation cartels in steel rails, zinc, tin, potash, copper, sugar, linoleum 
and a whole host of others, all hung on an argument moving slowly and 
cautiously. to no startling conclusion—a book of this sort is not good, sum- 
mer, light reading; but one whose interests lie in this feld will find it a 
mine, the contents of which he can put to good use. 
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The volume discusses the kinds and types of international cartels and 
trusts, the aims of those who organize them, the environmental conditions 
favorable to their establishment, and the obstacles, both external and 
internal, which hinder their formation and maintenance. Concluding chap- 
ters deal with the effects and tendencies of these organizations and their 
future prospects. International or world-wide monopolies are simply special 
cases of monopolies in general, and on the whole Dr. Plummer has not 
added much to the already accumulated fund of generalizations regarding 
these phenomena. At their best, he believes, international monopolistic 
combinations can curtail waste, stabilize somewhat prices and production, 
give consumers good value and workers good conditions of employment; 
at their worst, they may do precisely the opposite. And at the present junc- 
ture there is not much more that can be said. 

The problem of the control of international monopolies is distinguished 
from the general problem of the control of national monopolies 
simply in that in the former instance the jurisdiction of the controlling 
body is not co-extensive with the operations to be controlled. Nor does it 
make any appreciable difference whether the monopolistic aggregation is a 
private one, 7/.e., a private concern or association of such concerns, or one 
sponsored and brought about by one or several national governments, as in 
the rubber, coffee, wheat and sugar valorization schemes. In either case the 
essence of the matter is a possible exploitation of world consumers by a 
group of producers. And in the one case as in the other, peace and justice 
require some sort of international control and the partial abdication of na- 
tional sovereignty in the matter. The author presents no panaceas; he advo- 
cates as a first step careful, adequate and courageous publicity by some cen- 
tral international body like the League. 

A short bibliography and appendices containing the texts or summaries 
of the texts of recent international agreements with respect to steel rails, 
potash, electric lamps and wheat add to the value of the book. 

~ Louis S. REED 
University of Texas 


NEW BOOKS 


BALL, J. A., JR. Canadian anti-trust legislation. (Baltimore: Williams and Wil- 
kins. 1934. Pp. vii, 105. $2.) 

This book contains an accurate chronicle of the Canadian legislation against 
combines. In its judgment of the value of this legislation it is correct in mini- 
mizing the value of the earlier legislation, but it is misleading in its exaggeration 
of the value of the Combines Investigation act of 1923. 

The book begins with an account of the findings of the Seleck Committee 
of the House of Commons appointed in 1888 to investigate the combinations 
alleged to exist in many Canadian trades. This inquiry led to the enactment in 
1889 of legislation intended to make it a criminal offense to enter into such 
combinations, Mr. Ball describes the legislative history of this Act (later incor- 
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e in the Criminal Code) with its subsequent amendments and its emascu- 
tion by judicial interpretation. Its effect on Canadian business was extremely 
small. Two other pieces of legislation in the period prior to 1910 are discussed, 
first, the anti-combines clause of the Tariff act of 1897 and, second, the clause 
in the Inland Revenue act of 1904 referring to exclusive dealing contracts. 
The clause in the Tariff act was only once invoked (in the case of newsprint, 
in 1901) and the clause in the Inland Revenue act was only intended to deal 
with the existing practice of the American Tobacco Company. 

Part 2 deals with the experience of the period 1910-1923. The Combines 
Investigation act of 1910 provided for investigation, publicity, and penalties 
for continuing practices which had been found detrimental to the public. There 
was only one investigation under this Act before it was suspended for the 
duration of the war. There follows a brief account of the attempts to control 
profiteering during the war, and of the legislation of 1919 which established 
a Board of Commerce to administer a new Combines and Fair Prices act. The 
Board of Commerce had a short and disturbed life. In 1921 the legislation of 
1919 was declared w#lira vires of the Dominion Parliament as interfering with 
property and civil rights in the provinces. 

Part 3 describes the new Combines Investigation act of 1923 and its adminis- 
tration. This Act is an improvement on the earlier Act in that it provides a less 
cumbersome machinery of investigation. It differs from the legislation of 1910 
and 1918 by providing penalties for the actions of the combine in the past 
even though it ceased its unlawful activities after the investigation. The pro- 
cedure by an order to “cease and desist” under pain of various penalties was 
abandoned. Mr. Ball thinks this was an improvement; he ignores the very 
sound criticism of this change on grounds of common sense and common law 
practice made by Mr, Finkelman in a paper printed in Volume IV of the 
Proceedings of the Canadian Political Science Association. 

Mr. Ball is enthusiastic in his praise of the Act of 1923; his final chapter 
bears the title “A successful experience.” With this estimate of its value the 
reviewer profoundly disagrees. It is more than doubtful whether the state can 
restore by legislation competitive conditions; and, as Professor Pigou has 
pointed out, if the state does enforce competition it will be Uric goa 
competition.” It would seem necessary to contemplate the possibility of regu- 
mas monopoly and monopolistic competition. The task 1s one of alarming 

ifficulty. 


V. W. BLADEN 


Bruck, W. F. The road to planned economy: capitalism and socialism in Ger- 
manys development. (London: Oxford Univ. Press. 1934. Pp. xii, 148. 
3s. 6d.) 

Dimock, M. E. British public utilities and national development. (Chicago: 

~ Univ. of Chicago Press. 1933. Pp. 349. $3.25.) 

—————. Government-o perated enterprises in the Panama Canal Zone, (Chi- 
cago: Univ. of Chicago Press. 1934. Pp. xxi, 248. $2.25.) 

The first of these two volumes is a study of ae utility in Great Britain 
with special reference to the problems confronted in making it contribute most 
usefully to national welfare. The study distinguishes three basic types of public 
service enterprise, all of which have close analogies in this country. These are 
the statutory company under regulatory control (such as railroads and electric 
light and gas companies) ; the publicly operated activity within the govern- 
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ment (such as the post office) ; and the “public utility trust,” which is an ad hoc 
public board governmentally appointed, a legal, non-profit making monopoly 
whose stockholders are legally not partners but creditors. It “differs from a 

vernmental department in the absence of continuous ministerial control over 
its operations.” The Port of London Authority and the British Broadcasting 
Corporation are examples of this type. 

e public issues at stake with respect to public utilities are suggested by the 
author as being “the choice between competition and coöperation, laissez-faire 
and planning, investors’ profits and increased returns to labor and consumers, 
commercial management versus socialized administration.” 

All three forms of governance and control are here described in detail; and 
special attention is paid to methods of policy-making, organization, manage- 
ment and relations with the employees, with the objective of national develop- 
ment constantly in view. The results are significant in a day when the forms of 
public control of publicly needed enterprises are under both a practical strain 
and a theoretical reconsideration. Special stress is properly placed on employee 
relations within such bodies and no less upon the requirements of admini 
trative skill within the civil service. “Effective public control has not been estab- 
lished for public service undertakings as a whole.” It is beyond the scope of this 
book to tell how that effective public control is in detail to be achieved. But 
it identifies the elements of the problem in a fresh and full way. 

Professor Dimock’s study of the Panama Canal Zone is, in theme and treat- 
ment, broadly comparable to the British study. As an intensive study of a 
specific venture in the As casei of a public corporation it is a highly useful 
and pertinent volume. The analysis, the conclusions and the recommendations 
are comprehensive, sane and progressive. 

The author temperately concludes that “given the desire, the freedom, the 
organization, the personnel, the methods, and the business, government-oper- 
ated services can be made as efficient as any ... the public corporation appears 
best designed for the purpose of conducting business services which are owned 
by the government” (page 238). 

ORDWAY TEAD 


FANFANI, À. Cattolicesimo e Protestantesimo nella formazione storica del capi- 
talismo. (Milan: Soc. Ed. “Vita e Pensiero.” 1934. Pp. vii, 159. L. 8.) 

FOSTER, J. R. The public utility franchise in Missouri: ihe relation of the short- 
term franchise as an instrument of public utility regulation to the issue of cen- 
tralization versus decentralization in state administration. Univ. of Missouri 
stud., vol. ix, no. 4. (Columbia: Univ. of Missouri. 1934. Pp. 83.) 

Gray, J. H. and Levin, J. The valuation and regulation of public utilities. (New 
York: Harper. 1933. Pp. xi, 143. $1.) 

This brief handbook presents a competent sketch of the legal and constitu- 
tional questions of valuation. The experience of the senior author with the 
Interstate Commerce Commission makes the discussion of railroad valuation 
particularly authoritative. The legal evolution of court review is traced, and 
the abuses of reproduction cost valuation made clear. Preoccupation with these 
issues has, however, prevented adequate summarization of other aspects of 
regulation, in particular holding company problems. The position of the au- 
thors, who advocate downright abolition of utility holding companies as para- 
sitic, is: “when we discover that the state commissions have already abdicated 
to the operating utilities, so that they largely run themselves, it is futile to sug- 
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est that such commissions can now cope with the vast ramifications of these 
Ruge holding companies.” 
B. A. THRESHER 


KELBY, C. H. and POWELL, F. J. The federal Corporate Reorganization act of 
1934, with commentary and index. (New York: Authors. 1934. Pp. 120.) 

Kuznets, S. Gross capital formation, 1919-1933. Bull. 52. (New York: Na- 
tional Bur. of Econ. Research. 1934. Pp. 20.) 


A preliminary study of gross capital formation in the United States, under- 
taken at the request of a special committee of the Social Science Research Coun- 
cil, This study is an “inittal inquiry in a cde of research focused on prob- 
lems of banking policy and credit control in relation to economic stability. 

“Total gross capital formation, in its broadest definition, is estimated by the 
National Bureau to have been $34,491,000,000 in 1929. For the 14-year pe- 
riod, 1919-1932, it averaged $27,329,000,000 per year, while a tentative esti- 
mate for 1933 is $14,879,000,000. This total is made up of the cost to final 
consumers of all finished durable commodities, including construction, plus 
net change in business inventories and in international balances. 

“The allocation of the flow of durable commodities (exclusive of construc- 
tion) gives a total of $8,366,000,000 going to business investors in 1929, and 
$10,058,000,000 going to ultimate consumers. 

“Net capital formation, which Dr. Kuznets estimates for the years 1925- 
1933 for the business group, was negative in both 1931 and 1932, and positive 
but small in 1933. The net figure is found by reducing the estimates of gross 
capital formation by. an amount representing current depreciation charges on 
existing plant and equipment.” 

MACGREGOR, D. H. Enterprise, purpose and profit: essays on industry. (New 
York: Oxford Univ. Press. 1934, Pp. x, 200. $3.25.) 

The central theme of this collection of essays is the rationalization move- 
ment, particularly as it applies to British industry. There are seven essays under 
the following titles: “Motive and interest,” ‘Sanctions of rationalization,” 
“Enterprise and the trade cycle,” “Risk of enterprise,” “Some aspects of ra- 
tionalization,” “Rationalization and the coal trade,” ‘The cartel model,” 
“Profit and mutual trading.” All except the last, which deals with the con- 
troversial question as to whether or not the surplus of mutual trading societies 
is profit properly subject to income tax, relate directly to some phase of the 
rationalization problem. In addition, ten statistical tables, pertaining to the 
third and fourth essays, are included in an appendix. 

The general point of view entertained by Professor Macgregor with respect 
to the problem of rationalization is that of long-time, evolutionary develop- 
ment. He criticizes rather severely those publicists and purveyors of “hate- 
literature” who insist that capitalism has broken down. Capitalism has merely 
been “forced off the peace standard” by the war and the subsequent political 
interference with economic affairs. But the fundamental economic problem 
remains the same as before the war; it is the problem of discovering the most 
efficient, type of economic organization to fit a given technique. The search 
for this most efficient organization will proceed, as it has always done in the 
past, by the slow process of evolution in which there will be continuous com- 


promise between the forces of technique and ideology, or, as he expresses it, 
a “mutual pruning.” 
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Professor Macgregor uses the terms “rationalization” and “amalgamation” 
as convertible, the fundamental idea of both being “that the enterprise of an 
industry should be codrdinated or combined to such an extent that the in- 
dustry may be said to have one conscious policy.” While he insists, in the 
second essay, that the judgment of the private business man, because of his 
knowledge of technique, is the highest sanction of rationalization, he recog- 
nizes the importance of public opinion in matters of policy determination and 
administration. With this thought in mind, he sp of the present period 
as “an era of economic politics.” He recognizes the potential danger of monop- 
oly that is inherent in combination, and lays great emphasis upon control .of 
trade practices as a protective device. 

Students of cyclical theory will be particularly interested in the author's 
presentation of some new data on the formation and liquidation of joint stock 
enterprises in England from 1860-1910, which he calls the “trade cycle era.” 
Those whose interests lie in more philosophical questions will find much with 
which to disagree in his treatment of the profit motive, economic risks and the 
place of labor in industry. 

Horacé M. GRAY 


MERAT, L. Pour sauver le meilleur du capitalisme: autarchie relative; troc ex- 
térieur; progrès social, (Paris: Recueil Sirey. 1934. Pp. 236.) 

Federal antitrust decisions, 1927-1931. Vol. 11. (Washington: Supt. Docs. 1934. 
Pp. 913. $2.) 


Labor and Labor Organizations 


NEW BOOKS 


CLARK, M. R. Organized labor in Mexico. (Chapel Hill; Univ. of North Caro- 
lina Press. 1934. Pp. 315. $2.50.) 

An interesting and readable study of the labor movement in Mexico, since 
1910, made under a grant of a fellowship by the Social Science Research Coun- 
cil. The author gathered her information by personal investigation in Mexico; 
and the study is well documented. A bibliography of 15 pages is also added. 
Of particular interest is chapter 6 on the national code of labor, describing 
the various privileges granted to labor and the restrictions placed upon em- 
ployers and management, 

DARLEY, J. G. and PATTERSON, D. G. Employed and unemployed workers: dif- 
ferential factors in employment status. Employment Stab. Res. Inst. pub., vol. 
ii, no. 6. (Minneapolis: Univ. of Minnesota Press. 1934. Pp. 26. 50c.) 

LANDIS, J. M. Cases on labor law. (Chicago: Foundation Press. 1934. Pp. 718. 
$7.50.) 

Mappox, W. P. Foreign relations in British labour politics: a study of the forma- 
tion of party attitudes on foreign affairs, and the application of political pres- 
sure designed to influence governmental policy, 1900-1924. (Cambridge: Har- 
vard Univ. Press. 1934. Pp. xv, 253.) 

The author of this book, being a student and teacher of government, is nat- 
urally somewhat more concerned than is the average economist with person- 
alities, the currents of popular opinion, and the machinery and methods by 
which they are registered in governmental action. Yet much of his account 
of the rise of the Labour Party, of the motives that have directed its attention 
to foreign affairs, and of the qualifications and devices of labor leaders (one 
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sometimes wonders why some of them are referred to occasionally as “Jim” 
and “Bob” while others are always dignified with their full names) all be- 
longs to that large common ground between the two sciences. 

In spite of the title, it appears that a relations have not achieved a 
distinct or prominent place in the interests of the rank and file of the Labour 
Party or even of the majority of the Labour members in the House of Com- 
mons. Leadership in this field, especially since the war, has come from a rela- 
tively small group of men like MacDonald, Snowden, Henderson and Webb, 
some of them “effective” political leaders and some of them of the more schol- 
arly, “invisible” type, who have had unusual opportunities to become familiar 
with such matters and who have found it necessary, for the sake of such a 
following as they have been able to win, to deal with foreign problems chiefly 
from the domestic angle of unemployment. Several of the chapters, therefore, 
are almost equally applicable to domestic affairs and methods; and the writer 
is rather frequently constrained to remind us that he has not forgotten his 
special theme. 

The most obvious limitation which occurs to the reader, aside, perhaps, from 
a somewhat forbidding style in the earlier pages of the book, is that the ac- 
count only comes down to the eve of the rst Labour Government in 1924, 
and uses, for the most part, only sources available up to that time. It may be 
true, as the writer says, that the policy of the Party was largely formed in the 
period that preceded. But, espectally in Great Britain, a party in power, even 
when it has no majority in the Commons, has such large control over foreign 
relations that its methods must be much more direct and its accomplishments 
much more significant than when it was on the outside looking in. And the 
leadership which the first MacDonald Government gave in international affairs 
during those short nine months of its existence is acknowledged by people of 
divers camps to have been admirable and such as to make us wonder how much 
better off world politics and the peace movement might have been if it had 
been continued. 

WARREN B, CATLIN 


MILNE-BAILEY, W. Trade unions and the state. (London: Allen and Unwin. 
1934, 12s, 6d.) 

Nyman, R. C. and SMTTH, E. D. Union-management co peration in the “‘stretch- 
out.” (New Haven: Yale Univ. Press. 1934. Pp. xiii, 210. $3.) 

PHILLPOT, H. R. S. Where labour rules: a tour through towns and counties. (Lon- 
don: Methuen. 1934. Pp. x, 114. 2s. 6d.) 

PLUMMER, A., editor. The Whitney blanket industry: the records of the Whitney 
blanket weavers. (London: Routledge. 1934. Pp. ix, 284. 15s. 6d.) 

PRUETTE, L., editor. Women workers through the depression. (New York: 
Macmillan, 1934. Pp. xvii, 164. $2.) 

SEIDMAN, J. The labor movement today. (Katonah, N.Y.: Brookwood Labor 
Coll. 1934. Pp. 18, mimeographed.) 

SOKOLSKY, - E. Labor's fight for power. (Garden City, N.Y.: Doubleday. 1934. 
Pp. 304. $2.) 

STARNES, &, T. and Hamm, J. E. Some phases of labor relations in Virginia. 
(New York: Appleton-Century. 1934. Pp. xxi, 151. $2.50.) 

TAYLOR, P. S. Mexican labor in the United States: migration statistics. Pubs. 
in econ. vol. xii, no. 3. (Berkeley: Univ. of California Press. 1934. Pp. 27. 
50c.) 
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Average annual earnings in Ohio, 1915-1933, inclusive. (Toledo: Information 
Bur. on Women’s Work. 1934. Pp. 4.) 

Earnings and standard of living of one thousand railway employees during the 
depression. (Washington: Supt. Docs. 1934. Pp. 56. 10c.) 

Effect of the depression on industrial relations programs. (New York: Nat. Ind. 
Conf. Board. 1934. Pp. vii, 17. 50c.) ` 

A summary of views of industrial executives with regard to the relative 
importance of personnel work before and since the a Act indicates 
that the importance of personnel work is considered unchanged in 56 per cent 
of 226 companies, and is believed to be more important in 43 per cent. Only 
one of the companies finds it less important since the Recovery Act. Also, 
practically 60 per cent of the companies discover no change in employer- 
employee relations since the Recovery Act, while 15 per cent find them im- 
proved, and 25 per cent feel that they have become less satisfactory. 

The farmer—and the federal child labor amendment. (New York: Nat. Child 

r-Committee, 419 Fourth Ave. 1934. Pp. 8.) 

Holidays with pay. Internat. Labour Conf., 19th sess., rep. v. (Geneva: Internat. 
Labour Office. 1935. Pp. 117.) 

Individual and collective bargaining in public utilities and on railroads, October, 
1934. (New York: Nat. Ind. Conf. Board. 1934. Pp. vii, 16.) 

The Labour Party: report of the thirty-fourth annual conference, Southport, 1934. 
(London: The Labour Party. 1934. Pp. 314. 1s. 5d.) 

North Dakota: eighth biennial report of the minimum wage department to the 
governor for the biennium ending June 30, 1934. (Bismarck, N.D.: State 
House, 1934. Pp. 37.) 

The recruiting of labour in colonies and in other territories with analogous labour 
conditions. Internat. Labour Conf., 19th sess., rep. iv. (Geneva: Internat. 
Labour Office. 1935. Pp. iv, 282.) 

Unemployment among young persons. Internat. Labour Conf., 19th sess., rep. iii. 
(Geneva: Internat. Labour Office. 1935. Pp. 189.) 

United States Board of Mediation: annual report for the fiscal year ended June 30, 
1934. (Washington: Supt. Docs. 1934. Pp. 30. 5c.) 


Money, Prices, Credit, and Banking 


The Rise and Fall of the Gold Standard. By CHARLES MORGAN-WEBB. 
(New York: Macmillan, for the Committee for the Nation. 1934. 
Pp. 193. Paper covers, $1.00.) 

The purpose of this book is to show that the gold standard is dead in 
England and that the inconvertible paper money standard, regulated ac- 
cording to an index number of prices—the commonly called commodity 
standard, has taken its place. 

After discussing what he considers the confusion of notions regarding 
the nature of a gold standard, the author sketches with sweeping strokes 
the history of the silver standard (pound sterling) in England, the story of 
the guinea, and the development of the “sterling standard,” usually thought 
of as the gold standard. Then follow discussions of the drains of gold, 
the managed standard, the so-called dollar standard, the conflict of cur- 
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rencies during the years 1925-1931, hoarding, stabilization (that word, he 
says, wrecked the London Monetary Conference), the fall of the gold 
standard (which he says is the end of the conflict), and finally a new work- 
ing currency in the form of ‘“‘sterling-dollar standard.” 

Although the author devotes considerable attention to what he con- 
siders prevailing confusions of thought regarding the nature of a monetary 
standard, and particularly of a gold standard, this reviewer concludes that 
he has never seen a book deserving attention which bad in it more con- 
fusion regarding what is or is not a gold standard, or regarding when Eng- 
land was on a gold standard, or regarding the difference between a standard 
unit of value in the sense of weight and the purchasing power of the unit 
of weight. The book has in it no clear-cut definition of a gold standard 
which is applied consistently throughout. For example, the author says 
(p. 15) that England did not go on “the gold standard” in 1816 but on “a 
gold standard.” It was, he says, in nature “the sterling standard” and was 
a scientific standard of value in contrast to the preceding standard of weight. 
Then, when he reaches the present inconvertible paper money standard of 
England, he calls that a sterling standard. His chapter devoted to England's 
gold bullion standard has a caption “The gold standard,” and his chapter 
on the “Fall of the gold standard” dates the fall from September, 1931, 
. although at the same time he says (p. 145) the gold standard never had 
a real existence. Then the reader is reminded that the author had said (p. 
92) that England went on the gold standard in April, 1925. 

As an illustration of the author’s confusion between the number of units 
into which an ounce of gold may be coined and the value of the standard 
unit, he says (p. 47 and passim) that when England changed her standard 
in 1816 it was a change “to a fixed stable value of gold.” He also asserts 
(p. 49) that when England began buying and selling gold at a fixed price 
she fixed the value of gold throughout the world. And on page 50 he 
says, regarding the change of 1816, that “for the first time in the history of 
the world, there was a fixed and stable value of gold and of currency, which 
operated, not temporarily nor locally, but permanently and throughout the 
world.” 

To students of money and banking well acquainted with the conventional 
usages of the terms “standard monetary units,” “gold standard,” and “the 
value of money,” this book will prove to be an amazing collection of un- 
conventional, arbitrary, and confused concepts. It is saturated with incon- 
sistencies in usage and, as a consequence, is of little if any value to the dis- 
criminating student of money and monetary standards. It is a book of 
‘strong atd sweeping statements. Partial truths are often stated in absolute 
and unqualified terms, and important persons (such as Chancellor of the 
Exchequer Chamberlain) and organizations (such as the Macmillan Com- 
mission) are accused of not understanding some of the simplest things about 
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currency although the evidence produced by the author in support of such 
contentions, in the opinion of this reviewer, reflects not so much upon them 
as upon the author. There is much talk of official pretenses, stupidity, cam- 
ouflage, and “a conference of delegates from fifty-four nations, most of 
them ignorant of the principles of international currency and finance. .. .” 
The author sees permanence in what many believe to be temporary without 
being able to demonstrate the accuracy of his assumptions and assertions; 
he praises President Roosevelt for wrecking the London Conference; he 
fails to examine carefully the requisites of a sound or workable monetary 
standard; and he is an unqualified advocate of the inconvertible paper money 
standard based upon a price index which is to be used to raise the price 
level until a desired position of equilibrium is reached, after which stabiliza- 
tion is to take place. 

Much, if not all, of the interest of Americans in this book doubtless lies 
in the fact that the Committee for the Nation is distributing it in this 
country for the purpose of persuading our people that England has given 
up all intention of returning to a gold standard, that she has embarked upon 
a permanent program of a managed currency or commodity standard, 
that the book gives an accurate portrayal of the English position, and that 
the United States should follow England’s leadership. A foreword. to this 
effect is written by James H. Rand, Jr., and there is an American afterword 
written in the same tone which bears no signature but which apparently 
comes from the same Committee. These ‘contributions,’ of that Committee 
not only do some violence to the author of the book but they do great 
violence to the general facts as to the English situation. The Committee says 
(p. 185) that Britain keeps the pound steady in its buying power; while 
the author says (pp. 167, 170, and elsewhere) that it is the purpose of the 
standard to raise prices. The Committee also says (p. 187) that the 
founders of our government imposed upon Congress [through the Consti- 
tution] the duty to coin money and “regulate the value thereof,” and pro- 
ceeds to interpret “value” to mean the reciprocal of the index number of 
the price level, whereas the facts are that this provision of the Constitution 
refers to the power of Congress to fix the weight and fineness of the standard 
unit and the denominations of the currency. The founders were not think- 
ing of the ‘value of money” in the popular sense and this reviewer would 
remind those who think otherwise to consult constitutional law, court cases, 
and the contemporary documents relating to that section of the Constitution. 
It is quite noticeable today that many of the uninformed managed currency 
advocates are turning to this provision of the Constitution and attempting 
to obtain authoritative support for their program by giving thaf clause of 
the Constitution an interpretation which is altogether unwarranted. 

As to the larger claims of the Committee for the Nation relative to the 
English situation, this reviewer checked with English authorities and found 
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the claims of the Committee denied on every major point. Sir Josiah Stamp, 
for example, wrote this reviewer that the British government has never 
made any official statement that England will never return to a gold stand- 
ard, that the government has never made an official statement that England 
is planning to adopt a commodity standard, that no official steps have been 
taken by the government towards the adoption of a commodity standard, 
and that Sir Charles Morgan-Webb’s study is not considered an authoritative 
presentation of official opinion of the government. 

Chancellor of the Exchequer Chamberlain also said, in substance, as re- 
ported by the Times (London, October 4, 1933) that there is no standard 
which can compare with gold in commanding the confidence of the countries 
using it. “Therefore it seems likely that ultimately we shall return to a 
gold standard... .” 

WALTER E. SPAHR 

New York University 


The New Monetary System of the United States (New York: National 
Industrial Conf. Board. 1934. Pp. ix, 147. $2.00.) 


The Secretary of the Treasury contributed little to the understanding of 
the new monetary system of the United States when he described it as “the 
1934 model pold-bullion standard, streamlined, airflow, with knee action,” 
but, as Dr. Young points out in the present volume, that system “is neither 
fish, flesh, nor fowl in the traditional and orthodox meaning of a gold 
standard” (p. 20). Despite its golden trappings, it is nothing but a man- 
aged inconvertible paper currency, vaguely linked to both of the precious 
metals, and intended as 2 mechanism for the attainment of national econ- 
omic prosperity. 

In some respects, this standard is the logical conclusion of monetary 
evolution during the past century. When commercial banks confined their 
operations to the discounting of bills of exchange, drawn to finance the 
distribution of marketable goods, the rate of physical production imposed a 
more or less automatic brake upon the expansion in the supply of money. 
Goods could be monetized at the commercial banks, in a fashion similar 
to that in which the precious metals were monetized at the mints, but in- 
creased production of metals or other goods was a necessary foundation for 
any increase in the quantity of money. But, when the commercial banks 
began to monetize all forms of wealth and, more recently, to monetize public 
debt on a large scale, the older relationship between commodities and money 
no longer remained. Lacking a natural restraint on the process of credit ex- 
pansion,St became necessary for the advanced nations of the world to develop 
central banks that would be capable of exercising a ORSC control over 
the monetary system. 

But such central banks faced a difficult task during the years following 
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the Treaty of Versailles. The commercial banking system operated along 
lines that provided for the widespread monetization of wealth and debt, but 
the deposits so created were legally redeemable in gold. The central bank 
had to restrain the commercial banks, therefore, in such a way as to ensure 
the convertibility of the newly-created deposits—and, as long as they did 
this, the gold standard operated with reasonable smoothness. When, how- 
ever, the central banks of the several countries began to practise philosophies 
of monetary management that paid less attention to gold, it was obvious 
that, sooner or later, the maintenance of a precarious legal relationship 
between gold reserves and the supply of money in use would break down. It 
has done so, and the current American developments represent the final 
acceptance of the ideals of monetary management. 

Recognition of this fact emphasizes the need for wise and efficient mone- 
tary managers but, as the author of the present study points out, the current 
system provides for dual control, with little attempt at coördination. While 
the federal reserve system is legally responsible for the control of the money 
market and the supervision of the member banks, the Reserve Board is 
definitely subordinated to the Treasury in several important regards. “The 
future of the American monetary supply is beyond question largely a matter 
of discretionary management by the executive branch of the federal govern- 
ment” (p. 27). 

Such a situation cannot be regarded with equanimity, although Dr. Young 
appears to feel that the inflationary powers in the hands of the President will 
be used wisely and in moderation (p. 71). Political bodies, especially when 
they are already hampered by a deficit, can be expected to accede willingly- 
to an inflationary program that enables them to increase the rate of public 
expenditures without raising taxes—but can they be relied upon to call a 
halt to that inflation at the appropriate time, in view of the fact that such 
a step would reduce business profits in some important lines and curtail the 
volume of government expenditure? Moreover, monetary management is a 
highly technical task, involving wisdom and ability. It has “as many phases 
as the economic, political, and social organization itself. No narrow and 
purely technical analysis of monetary mechanics is sufficient to justify a plan 
of currency management, or to indicate its possibilities” (pp. 59-60). Mone- 
tary policies must be based on a broad knowledge of all that is transpiring 
within the economic system of the country, and an equal familiarity with 
developments in other parts of the world, and it may well be doubted 
whether elected representatives of the people, or political appointees sub- 
jected to quadrennial ejection, are likely to possess that knowledge pi to have 
the leisure in which to digest it and to formulate policies. 

This little book is not optimistic. It is an excellent and lucid statement of 
conditions as they are, and Dr. Young is to be congratulated on having pre- 
sented his material so ably, and upon the excellent appendix in which the 
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new and old monetary systems are compared. One might wish, however, that 
it had been possible to extend the study one stage further by analyzing the 
ways in which what now exists could be improved upon. The dangers of the 
present set-up are well suggested, however, so that the thoughtful reader 
can draw his own conclusions. Perhaps, like the present reviewer, he will 
feel less optimistic than the author of the study. 
F. CYRIL JAMES 
University of Pennsylvania 


Treasuries and Central Banks, Especially in England and the United States, 
By Davip WILLIAM DODWELL. (London: P. S. King. 1934. Pp. xiv, 
218. 10s. 6d.) 


At a time when the relationship of central banks to governmental policy 
is an active subject of discussion, not only in the United States but in many 
other countries, Dr. Dodwell’s little book is of considerable interest. More- 
over, although the limitations of his experience have led him to confine the 
study to conditions in England and the United States, there can be no doubt 
that these two cases are of outstanding importance owing to the financial 
importance of both countries as well as to the marked differences between 
their central banking institutions. 

` Perhaps it is well to realize, as Sir Basil Blackett suggests, that ‘“Washing- 
ton is over 200 miles from New York while Whitehall is under twenty 
minutes from Threadneedle Street”; but even greater importance attaches to 
the fact that the Bank of England has been in existence for two and a half 
centuries as contrasted with a bare twenty years in the case of the federal 
reserve system. If one looks at the situation in England, and finds it good, 
much of the credit must go to the process of unconscious evolution that is 
tested day after day by pragmatic standards. 

The Bank of England came into existence in 1696 as a private corporation, 
largely because its utility would have been diminished if it had been affili- 
ated with a government of low credit standing, but its complete legal inde- 
pendence has persisted. Nevertheless, by the end of the eighteenth century 
the Bank had come to hold the bulk of the government’s deposits and was 
entrusted with the management of the public debt. It was the sole fiscal 
agent of the government, and there can be little doubt that this fact strength- 
ened its hands when it began consciously to undertake the function of con- 
trolling the money market in the middle of the nineteenth century. Nat- 
urally, an institution charged with powers of such far-reaching importance 
must always be in the closest touch with the national government. The rela- 
tions between the two are ‘completely close, completely cordial” (p. 97), 
but there is no indication that the government has ever attempted to bring 
political pressure on the Bank and, even in times of emergency, the opinions 
of the Bank have been strongly expressed and courteously listened to. Nor, 
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on the other hand, does the Bank attempt to profit from its position, as is 
instanced by its voluntary surrender to the government of the excess profits 
that it made during the war. 

When we turn to the United States, a totally different situation confronts 
us. Although, in the period of the First and Second Banks of the United 
States, the relationships between the government and the central bank 
closely resembled those that existed in England at the same period, the 
operations of those institutions (to the manifest regret of Dr. Dodwell) 
have left no impression upon the subsequent history of American banking. 
Since 1833 the United States has developed along the lines of commercial 
bank depositories and an independent Treasury. The early story of commer- 
cial bank depositories is familiar to all students of banking, but it is not 
always realized that even today, despite the manifest services of the reserve 
banks as fiscal agents, the larger part of the government balances is still kept 
on deposit with commercial banks. Although the author analyzes impartially 
the contention that such an arrangement minimizes the money- -market dis- 
turbance produced by governmental fiscal operations, he is forced to the 
conclusion that greater advantage would flow from a concentration of bal- 
ances in the central institution. 

Most important, perhaps, of all aspects of this problem is the attitude of 
the Treasury itself. The simple principle of an independent Treasury created, 
as early as 1856, a situation in which the Secretary of the Treasury felt called 
upon to exercise central banking functions of credit control (p. 128), and 
this ideal reached its apogee under Secretaty Shaw in 1906 (p. 134). Unfor- 
tunately the same attitude has continued since 1913, and the domination of 
the federal reserve system by the Treasury tends to increase rather than 
diminish. Although the author is too polite to express any pungent opinion 
on this matter, he quotes, with obvious approval, the comments of such out- 
standing American authorities as Dr. Willis and the late Paul Warburg. 

To what conclusion does this analysis lead? Admittedly the structural 
details of the central bank, as of every financial institution, will vary in ac- 
cordance with the peculiar habits and traditions of the country in which it 
operates. But Dr. Dodwell’s study points to the conclusion that the work of 
the central bank is facilitated when it is the sole fiscal agent of the govern- 
ment and that, despite the necessity for close coöperation between Treasuries 
and central banks, the latter should be independent enough to be free from 
political pressure. Governments are responsible for the aims of monetary 
policy, but central banks should be independent enough to have full respon- 
sibility for their execution. 

The volume contains comprehensive footnotes and bibliography. 

- F. CYRIL JAMES 

University of Pennsylvania 
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NEW BOOKS 


ANDERSON, T. J. Federal and state control of banking. (New York: Bankers 
Pub. Co. 1934. Pp. xiv, 514. $2.50.) 

This book comprises a study of conflicts of authority which have arisen from 
our dual banking system, together with an extensive consideration of the prob- 
Jem of the constitutionality of legislation requiring all commercial b to 
be chartered by the national government. 

After introducing the problem in its setting oa 1), the author reviews 
the historical development of banking in the United States during the period 
of the two Banks of the United States (chap. 2) and the state and national 
bank periods (chap. 3), in order to show the conflicts of authority during the 
yeats in question. Chapters 4-8 inclusive are devoted to problems arising under 
the federal reserve system—-namely, the par remittance controversy, the fiduci- 
ary controversy, the bank taxation controversy, the control of banking con- 
centration, and the question of bank failures and reconstruction. 

The final chapters of the book (9-12) are concerned with the constitutional 
powers under which the federal government might create by legislative com- 
pulsion a unified commercial banking system. These powers include the power 
to create a banking system, the commerce power, and the currency and other 
federal powers. 

The author has done a careful and scholarly piece of work. If any criticism 
be made, it is that the study is almost too detailed and covers more ground 
than is necessary to a convincing exposition. The controversy over bank taxa- 
tion, for example, shows the conflict to consist not so much of trying to attain 
equality of taxation between state and national banks as between banking 
institutions (both state and national) and other forms of financial corporate 
enterprise. The two chapters on the commerce power, also, introduce more 
material than seems pertinent or essential. , 

Mr. Anderson concludes, along with the majority of others who have studied 
the subject, that federal control of all commercial banking is constitutional, 
so far as the question can be answered from a perusal and analysis of con- 
stitutional powers and past court decisions. More important than this, he shows 
beyond doubt how really necessary a unified commercial banking system is to 
the welfare of the nation. 

: FREDERICK A. BRADFORD 


BELL, J. W. A guide to the study of money and banking. 2nd ed., rev. 1934. 
(Evanston, IH.: Author. 1934. Pp. xx, 248.) 

CATIFORIS, S. J. La crise de la monnaie anglaise (1931). 2nd ed. (Paris: Recueil 
Sirey. 1934. Pp. 210.) 

Dave, E. B. and GAGLIARDO, D. Instalment lending and saving tables. Rev. ed. 
(Lawrence, Kan.: Inst. Pub. Co. 1934. Pp. viii, 87.) 

DEUBLE, W. F. Kleinkredithanken in den Vereinigten Staaten: ein Beitrag zur 
Frage der Erweiterung der Kleinkreditversorgung. (Berlin: Heymann. 1934. 
Pp. 93. RM. 4.80.) 

DONNER, O. Geld und Konjunktur. Beitrage zur gegenwartigen Wirtschafts- 
politik. Berlin: Heymann. 1934. Pp. 80. RM. 3.40.) 

EINzIG, P. Exchange control. (New York: Macmillan. 1934. Pp. ix, 195. $3.) 

This is the first book from either the English or American press dealing with 
the intricate and urgent problem of exchange control. As an introduction to 
a neglected field the book has merit. It contains a comprehensive classification 
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and brief analysis of various categories of exchange control including under 
direct measures intervention, exchange restrictions, gold policy, and exchange 
clearing. The T defect of the book is that the conclusions presented 
are not derived from a careful examination of the facts at hand. In his eager- 
ness to reject the general laissez-faire position in international trade and finance, 
Dr. Einzig makes sweeping assertions without submittiog evidence to support 
them. In some cases the facts seem to indicate exactly opposite conclusions. 
This is especially true of the chapters on interstate clearing agreements. 

The author believes that in the future international trade and international 
financial transactions will be carried on by means of exchange clearance. To 
o. with his prediction is irrelevant, but the case which he presents to show 

e beneficial results of interstate clearing and compensation agreements is 
extremely dubious. It is quite true that exchange clearing was conceived as an 
ameliorative device, but subsequent developments in clearing procedure in- 
validate the claim that “exchange clearing may be a cota as a ‘restriction to 
end restrictions’ ” (p. 147). Dr. Einzig seems to deny what he terms “the 
dubious advantages arising from three-cornered trade” (p. 146). The facts 
clearly do not bear out his claim that “the result of exchange clearing is an 
increase in the volume of foreign trade, because imports and exports between 
the two countries tend to be balanced in an upward direction” (p. 142). This 
is much more likely to be the exception than the rule. The author cites the 
Swiss-Hungarian agreement concluded in November, 1931, in support of his 
contention (p. 141). As a matter of fact, this agreement unquestionably re- 
sulted not in a leveling up but in a leveling down of trade. Trade between the 
two countries declined nearly 50 per cent in 1932 from the 1931 trade values, 
a greater decline than that registered in total trade for either country during 
the same period. 

J. R. HUBER 


DI FENIZIO, F. Questioni monetarie. (Milan: Aracne. 1934. Pp. 175.) 
FISHER, I. and COHRSSEN, H. R. L. Stable money: a history of the movement. 
(New York: Adelphi. 1934. Pp. xxiii, 442. $3.50.) 

An orderly historical narrative of proposals and efforts to stabilize the pur- 
chasing power of money. The first two chapters cover the period before the 
World War; chapter 3, academic stage from 1914; chapter 4, popularizing 
stage from 1905; chapters 5 and 6, badai stage; chapters 7 and 8, the 
federal reserve system; chapter 9, official recognition abroad; chapter 10, mone- 
tary practice abroad; and chapter 11, the Roosevelt administration. Appendices 
contain interesting autobiographical data in regard to the author’s own interest 
in the subject, and a 7-page bibliography . 

GIRETTI, L. Riparazioni e crisi. (Turin: Sismondi. 1934. Pp. 172.) . 

Though many years must pass before sufficient perspective can be possible 
to permit adequate evaluation of the World War Reparations and the Great 
Depression which befell the world in 1929, some economists are venturing 
far into the muddy rivers and swirling eddies of post-war economic currents 
which arose from the Treaty of Versailles. Signore Giretti ventures that perhaps 
everybody loses in the payment of war reparations. His basic theory atises from 
the sharp distinction which he makes between (1) capacity to pay, (2) means 
of making the payment, and (3) economic and political repercussions (domes- 
tic and international) of making the payments. He contends that the payment 
of reparations must necessarily cause maladjustment between the factors of 
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production and disturb that nice balance of international division of labor 
which develops in periods of peace and undisturbed trade. 

When, however, Signore Giretti traces the reparations to ee gold move- 
ments and reaches the extraordinary conclusion that such gold movements are 
the measure of the benefits of the war reparations, American students will be 
likely to question his logic. That the breakdown of European monetary sys- 
tems and their reconstructions were the result of the war and that the pro- 
Jonged period of European rehabilitation was accompanied by a steadily in- 
creasing mal-distribution of the world’s monetary gold supply cannot be ques- 
tioned. Yet, the cumulation of gold, in the United States at least, was quite 
as much a result of tottering credit and money systems of Europe as of trade 
relations arising from war maladjustments or reparations. 

F. F. BuRTCHETT 


GROSECLOSE, E. Money: the buman conflict. (Norman: Univ. of Oklahoma 
Press. 1934, Pp. ix, 304. $3.25.) 

This book has considerable merit in that it presents in a summary form the 
whole history of money and to some extent the history of banking develop- 
ment. The monetary expetiences of Greece, Rome, the Byzantine Empire and 
the Middle Ages are presented in better form, so far as the general broad pic- 
ture is concerned, than in any other one source known to the reviewer. More- 
over, the book has a fairly complete and useful summary of the John Law 
episode in monetary and banking history. 

On the other hand, the treatment of the subject of bimetallism is ‘not only 
inadequate, but emotional. The author discloses no attempt to analyze the 
facts in the history of bimetallism from the point of view of the compensatory 
principle. His presentation of the historical material for the nineteenth century 
and up to the present day is fragmentary and unfortunately not explicitly inter- 
woven into the alleged theme of the book. There is no clear interpretation of 
the modern era of money and banking in terms of “human conflict.” Instead, 
the author shifts his theme so far as the later history is concerned to the sub- 
ject of the vastly burdensome growth of debt, which is a secondary theme so 
far as his declaration of purpose is concerned. The book concludes with the 
recommendation that debt should no longer be permitted to serve as bank 
credit. It then presents a rather interesting 100 per cent reserve plan for 
commercial eh ce which has the unquestioned advantage of greater prac- 
ticability than most of the 100 per cent plans which the reviewer has seen 
proposed, | 

The author is deeply impressed with the work of Lawrence Dennis, Bassett 
Jones, Stuart Chase and R. R. Doane, but makes no attempt to scrutinize the 
quantitative picture in the light of a banking theory. But tt would hardly be 
fair to blame the author of this book for failure to make application of sound 
banking theory in view of the present Jack of any clear and comprehensive 
treatment of banking theory, which at the same time offers some hint as to 
how to dissolve some of the dilemmas which are so eloquently posed in this 
and other books of similar genre. It is, however, noteworthy that the author 
of thisbook makes no reference in his analysis to the works of Phillips, Rodkey, 
Bradford, etc. In the main his fleeting references to banking theory are to 
Miller, Dunbar and Macleod. His views on banking theory are largely those 
prevalent among most modern monetary theorists, but conflict at almost every 
point of reference with modern banking theories, 

James G. SMITH 
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Kirson, A. The bankers’ conspiracy which started the world crisis. (London: 
Elliot Stock. 1933. Pp. 102. 2s. 6d.) 


This little book, aside from a eulogistic introduction by a friend, is devoted 
to an adverse criticism of the Cunliffe Currency Committee’s Report and a ` 
denunciation of the gold standard. It is itself unimportant, but it possesses 
an incidental significance as one more contribution to the monetary literature 
of the new economics school, among the prophets of which are Kitson, Soddy 
and Douglas. The work of these gentlemen, fallacious as it is, has attracted 
much favorable attention and hence cannot be disregarded. _ 

The theories of the protagonists of the new economics, although differing in 
details, all seem to be what the orthodox theorist would term inflationary 
theories. The proponents of the new economics, being mostly engineers or 
scientists, are properly impressed with the tremendous strides already made in 
productive technique and the equally tremendous inherent possibilities not yet 
exploited. They feel that the economic problem is one of distribution rather 
than production and that, if there were a sufficient increase in the quantity of 
money, the productive resources of modern civilization could supply a much 
wider range of goods to all elements in the population and thus greatly in- 
crease the standard of living. 

The theory has a certain plausibility, but it will not hold water. The problem 
of distribution is only remotely connected with the amount of money. It is 
rather a question of the proper distribution of money income among the fac- 
tors of production. That is, it is the problem of maintaining balanced relations 
in the economic system. A mere increase in the quantity of money, issued and 
spent by the government, is almost certain to introduce forces of disequilibrium 
into the system which, eventually, will make readjustment necessary. 

Kitson maintains that no country has ever been able to recover prosperity 
without an “increase in purchasing power in the hands of the public” (p. 34). 
This is, of course, true, but the increase in purchasing power comes from in- 
creased productive activity and increased velocity of money and bank deposits 
rather than from arbitrary increases in the amount of money. For many years 
prior to the World War, the total amount of money (hand-to-hand money plus 
bank deposits subject to check) in the United States showed a regular upward 
trend without much cyclical fluctuation, the chief fluctuation being in velocity 
of turnover, not amount. 

It is impossible here to criticize exhaustively the tenets of the “new econo- 
mists.” It does not seem unfair to state, however, that they have scarcely 
scratched the surface of the money problem as it relates to the business cycle. 
Until they have mastered the thorny subject of velocity of circulation and have 
learned more about balanced economic relations than is now evident, they are 
likely to do more harm than good by their peregrinations into uncharted waters. 

FREDERICK A. BRADFORD 


Kuczynskt, J. Das Problem der langen Wellen und die Entwicklung der In- 
dustriewaren-Preise in den Jahren 1820-1933. (Basel: Philographischer Verlag. 
1934, Pp. 29.) 

LARKIN, J. C. From debt to prosperity: an introduction to the proposal of social 
credit, (New York: New Economics Group of N.Y., 55 5th Ave. Pp. 62. 10c.) 

Le Brancuy, J. Y., editor. Ecrits notables sur la monnaie. (XVI siècle} de 
Copernic à Davanzati. Vols. land II. (Paris: Alcan. 1934. Pp. civ, 177; 241. 
35 fr., each.) 
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Lewis, E. A., compiler, Federal Reserve act of 1913, with amendments, and laws 
relating to banking, December 23, 1913—June 27, 1934. (Washington: Supt. 
Docs. 1934. Pp. iv, 357. 25c.) 

Lewis, E. A., compiler. Home Owner's Loan acts and Housing act, July 22, 
1932—]une 27, 1934. (Washington: Supt. Docs. 1934. Pp. i, 55. 10c.) 

LUTHRINGER, G. F. The gold-exchange standard in the Philippines. (Princeton: 
Princeton Univ. Press. 1934. Pp. xvii, 291. $3.) 

MARET, P., compiler. The Douglas manual: being a recension of passages from 
the works of Major C. H, Douglas outlining social credit. (New York: Coward 
McCann, 1934. Pp. 116.) 

Dg Marco, A. DE V. La funzione della banca. (Turin: Einaudi. 1934. Pp. 111. 
L. 12.) | 

This short treatise of the basic functions of modern banks takes the view- 
points (1) that the rudimentary theory of banking found in historical treat- 
ments is insufficient for modern complex banking operations, (2) that the 
ee of considering banks as institutions of “the means of payment” seems 

ardly tenable when so many social effects result from the giving or withhold- 
ing of the services of credits, and (3) that there exists a marked tendency for 
modern banks of issue and even banks of “commercial circulation” to become 
devices of the state, especially when the stabilization and control of prices seem 
to be an accepted state function. The author also emphasizes the fact that a 
check-currency expansion tends to become cumulative, hence is difficult of 
control, while a pure note-currency expansion is not cumulative. The discus- 
sion employs the relative size of primary, secondary and tertiary reserves both 
as a basis of differentiating various types of banking and as a measure of the 
success of each. 

F. F. BURTCHETT 


PALYI, M. Principles of mortgage banking regulation in Europe. (Chicago: Univ. 
of Chicago Press. 1934. Pp. x, 38. 50c.) 

In view of the vast amount of mortgage indebtedness in the United States, 
and the efforts now being made to lessen this burden, this monograph is most 
timely. The continent of Europe since 1880 has created and marketed continu- 
ously a substantial volume of mortgage bonds with a yield similar to that of 
long-term governmental paper. 

PANANDIKAR, S. G. Banking in India. (Bombay: Longmans Green. 1934. Pp. 
iii, 344, vii.) 

During 1929-31 an official inquiry in regard to banking was made in India, 
resulting in 20,000 printed pages; this material the author has digested and 
gives as a result an account of banking in India in a volume of reasonable 
compass. There are three chapters on rural banking and credit, one on postal 
and governmental credit institutions, one on Indian joint-stock banks and one 
on the reserve bank. Suggestions for reform are freely given. The author is 
professor of history and political economy at Elphinstone College, Bombay. 

PANTIN, V. What ts national credit? (Sydney, N.S.W.: Author, Colonial Mutual 
Life Bldgs. 1934. Pp. 95. 2s.) 

PESENTI, Á. M. La politica finanziaria e monetaria dell'Inghilterra. (Padua: 
Milani. 1934. Pp. xviii. 340.) 

PRESTON, H. H. Home financing institutions established by the federal govern- 
meni since 1932: analysis of the foundations and relationships of the several 
institutions. (Seattle: Washington Mutual Savings Bank. 1934. Pp. 31.) 
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This pamphlet is a detailed, descriptive summary of recent legislation where- 
by federal government assists recovery through credit agencies for assisting 
home owners, home mortgage institutions, and bankers in the repair and 
construction of houses. 

RICHTER, B. Das Wesen des Wechselkurses: zur Theorie des intervalutarischen 
Kurses. (Munich: Duncker und Humblot. 1934. Pp. ix, 122. RM. 6.50.) 

The author makes it his avowed purpose to refute Cassel’s theory of inter- 
national exchange known as the theory of purchasing power parity, and he 
does this with the earnestness and determination of one conscious of fulfilling 
an important mission. This theory, he says, is widely accepted; the League of 
Nations (in connection with the Brussels Financial Conference of 1920) and 
the London Economic Conference of 1933 gave it officially an attentive ear; it 
is apt to influence statesmen and financiers in their currency policies; and yet 
it is altogether untrue—a fact which he undertakes to demonstrate in this book. 

After first stating the theory (basing himself chiefly on Cassel’s Theoretische 
Soztalékonomie, 1932) the author enters into a prolonged historical and biblio- 
graphical study of the problem, showing that during the nineteenth century 
D. Ricardo, J. S. Mill, A. Marshall and others close to the classical school of 
thought held the opinion, similar to that of Cassel, that international exchange 
rates are primarily determined by the price levels in the respective countries, 
whereas others regarded them as a function rather of international trade bal- 
ances. Only since the end of the World War, however, has the problem forced 
itself with such overwhelming urgency upon the attention of the world, and 
hence the widespread interest in the seemingly simple and logical solution 
offered by Cassel’s theory. Mr. Richter next reviews the attitudes toward this 
theory taken by economists in the various countries. In Germany and England, 
he finds, it has many strong advocates, but also many strong opponents; in 
the United States “much less advocacy of this theory than in either Germany or 
England”; in France “a much stronger attitude against the theory than in any 
other country’’—in the face of which one is apt to wonder whether this refuta- 
tion is after all quite as imperative a task as the author made it appear in the 
beginning. 

He next turns to the refutation proper: (a) deductively, by showing that the 
foundations of the theory, which he characterizes as, at heart, a “naive quantity 
theory of money,” are untenable; that if replaced, e.g., by the “more refined 
quantity theory” of Professor Irving Fisher, the parity of purchasing power 
appears to be, not a necessary consequence, but merely one among many far 
more probable possibilities; (b) inductively, by showing that a study he made 
of price levels and exchange rates for Great Britain and France reveals striking 
disagreement with the theory. He finally comes to the conclusion that this theory 
is not so much a theory of what és, but of what Professor Cassel thinks ought 
to be, that it represents a program rather than a theory (similar in this respect 
to Professor Fisher’s commodity dollar ideas). This program, however, the 
author finds oddly out of step with the march of time; for with its underlying 
assumption of automatic leveling of purchasing power it is a view characteristic 
rather of ages of liberalism than of this age of dictatorships, economic and 
otherwise, of autarchy, and national isolation. 

The volume contains comprehensive bibliographical material. 

JOHN V. SPIELMANS 


RODKEY, R. G. Legal reserves in American banking. Michigan bus. stud., vol. vi, 
no. 5. (Ann Arbor: Univ. of Michigan Bur. of Bus. Res. 1934. Pp. 121. $1.) 
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SCANLAN, F. J. The pound’s progress: British financial policy and Anglo-Amert- 
can relations. (London: P. S. King. 1934. Pp. ix, 35. 1s.) 

Great Britain’s departure from gold in 1931, the operations of the British 
exchange equalization account, aA the American monetary measures of 1933 
and 1934 have produced a full quota of Anglo-American back-talk. With the 
publication of Mr. Scanlan’s pamphlet a few drops of oil have been spread 
upon the troubled sea. As in the case of several other recently published 
speeches and articles on British financial Pou the intended audience is 
across the Atlantic; but Mr. Scanlan’s remarks are differentiated by his desire, 
expressed in the foreword, to arouse sympathetic consideration rather than to 
antagonize those whom he is addressing. 

though the author takes as his Gel a the fact that the British ex- 
change equalization account has been blamed officially in the United States for 
the depreciation of the dollar, in his refutation he avoids such counter-attacks 
as that in a recent number of the Economist, in which American monetary 
action is described as “one of the clearest cases of deliberate economic aggres- 
sion in the history of currencies” (December 1, 1934, page 1022). Mr. Scan- 
lan prefers the more conciliatory assertion that both internally and externally 
the ee of America and Britain are shaping the same course, and differences 
in their methods have arisen from differences in conditions and temperaments 
rather than in ultimate objectives. 

The pamphlet includes a summary of the pound’s difficulties in the crisis 
period, a justification of the work of the exchange equalization account, and 
an argument that British policy has been directed consistently towards the 
raising of prices. The analysis may not be profound throughout, but it is only 
fair to the author that comment should follow the tone of the pamphlet itself ; 
minor criticism should be subordinated to the argument that, because America 
and Britain have so many common necessities they should as soon as possible 
move in the direction of economic coöperation. 

ALZADA COMSTOCK 


SIMIAND, F. Inflation et stabilisation alternées: le développement économique des 
Etats-Unis (des origines coloniales au temps présent). (Paris: Domat-Mont- 
chrestien, 1934. Pp. 257. 40 fr.) 

STEVENSON, R. A., editor. A ‘ype study of American banking: non-metropolitan 
banks in Minnesota. Univ. of Minnesota Employment Stab. Res. Inst., vol. iv, 
no. 1. (Minneapolis: Univ. of Minnesota Press. 1934. Pp. 162. $1.) 

UPHAM, C. B. and LAMKE, E. Closed and distressed banks: a study in public 
affairs. (Washington: Brookings Inst. 1934. Pp. xiv, 285. $2.50.) 

The present study is primarily concerned with the problems of administra- 
tive contro] involved in the reorganizations and liquidations which follow bank 
suspensions. It does not concern itself with the causes of bank failures. Some 
attention is given to the broad economic and social consequences of bank 
failures, and to methods of dealing with the suspended institutions, especially 
the newly developed institutions and procedures by which the aid of the federal 
government has been extended. Part 1 deals with bank failures; Part 2, liquida- 
tion; Part 3, reorganization and reopening of closed banks; and Part 4, federal 
financial aid to distressed banks. The volume is thoroughly annotated and the 
appendices contain helpful statistical analyses. 

WELCH, H. J. Money—foreign trade and exchange: from a national point of 
view. (London: Allen and Unwin. 1934. Pp. 158. 4s. 6d.) 
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WRIGHT, P. G. Inflation and after: case studies j the effects of inflation in 
France, Germany and Austria on savings banks and their depositors, educational 
trust funds and educational institutions, life insurance companies and their 
policyholders, wages, salaries, and pensions, charitable foundations, and hos- 
pitals. Condensed from a report prepared for the Duke Endowment. (Char- 
lotte, N.C.: Duke Endowment. 1934. Pp. 65.) 

ZWEIG, F. The economics of consumers’ credit. (London: P. S. King. 1934. Pp. 
vi, 112. 5s. 

This bree essay, though of academic tone and Polish authorship, expresses 
a point of view that is of practical interest in the light of current American 
credit problems. Large-scale financing of consumption, Dr. Zweig maintains, 
is a system of deficit economy, which moreover continually increases the deficit. 
The necessarily high interest on consumers’ loans reduces consumption instead 
of increasing it; desire to maintain the level of purchasing power ts then satis- 
fied only by inflation through renewed injections of credit. 

The introductory factual materials on financing methods are digested mainly 
from Professor Seligman’s extensive study, somewhat supplemented from Ger- 
man sources. The body of the essay is a theoretical attack upon those economists 
who ‘assert that the financing of consumption leads to increased o 
The seeds of the difficulty lie in the very nature of consumers’ credit. It arises 
in relation to durable goods only, and it is invariably associated with instalment 
payments. The durability of the goods makes the process of purchase a sort 
of investment, a “goods savings,” rather than an expenditure. The instalment 
method of payment accentuates the vendor's risks and costs, compensation for 
which must be borne by the purchaser at the expense of his future buying. 
Moreover, the financing of consumption, by increasing goods savings, di- 
minishes money savings, which might otherwise flow into productive channels. 
Even if the financing of consumption did temporarily stimulate production and 
consumption, the capital market would have to supply constantly increasing re- 
sources. Particular danger lurks in those countries where the banking system is 
rigid, where credit resources are exhausted or are not adequately developed, 
where capital must be imported for the development of equipment investments: 
under such conditions consumers’ credit will reduce the other forms of credit 
and imperil the whole credit system. 

Dr. Zweig deserves commendation for adding to the body of theoretical 
analysis of a subject which has developed empirically. Although he has erected 
a well-reasoned scaffolding, particularly by emphasizing the effects of curtailed 
savings, he has not even begun the brick-and-mortar work in a study of con- 
sumer credit. A great deal of documentation is already available for the con- 
cepts that Dr. Zweig presents abstractly. More objective factual studies can be 
made in the future than have yet been made. The theories which can then be 
developed inductively will have to be tested in various countries and in various 
phases of the business cycle. Meanwhile, Dr. Zweig’s essay may help to stimu- 
late such disinterested investigation. 

GEOFFREY May 


Economie libérale et économie dirigée: etalon or. (Paris: Domat-Mostchrestien. 
1933. Pp. 189.) 
This volume represents the proceedings of the Congrés des Economistes de 
Langue Française for 1933. The two principal topics for discussion were 
‘liberal economy versus regimented economy and the gold standard. The former 


1935 | Public Finance, Taxation, and Tariff 147 


was discussed by Professor de Leener of the University of Brussels who advo- 
cated a liberal economy as against governmental regimentation. The paper on 
the gold standard was presented by Professor Nogaro of the University of 
Paris who, after comparing the gold standard a managed currency, con- 
cluded strongly in favor of the gold standard. 

M. N. 


The hide and leather position: chart disclosing the dominant factors for thirteen 
years of production—stocks, consumption and developments affecting prices, 
1922-1934. (New York: Economic Assoc. 1934. $1.) 

Trust business. Vol. 1. Trusis. (New York: American Inst. of Banking. 1934. 
Pp. 520.) 

World production and prices, 1925-1933. (Geneva: League of Nations. New 
York: World Peace Foundation. 1934. Pp. 143. $1.) 

The Economic Intelligence Service of the League of Nations is prompt in 
assembling data which will be of service to-students of world affairs. This 
volume covers primary production, industrial production, international trade 
and shipping and price movements. The price index tables run from 1925 
to 1933, inclusive. 


Public Finance, Taxation, and Tariff 


The Budget in Governments of Today. By A. E. Buck. (New York: Mac- 
millan. 1934. Pp. vi, 349. $3.00.) 

When the modern movement for budgetary reform in the United States 
was entered upon some twenty or twenty-five years ago, attention was di- 
rected almost exclusively to the need for the formation annually, or for each 
fiscal period, by some responsible authority, preferably the chief executive, 
of a comprehensive financial program in which prospective receipts would be 
balanced against proposed expenditures to the end that the fund-granting 
authority, the legislature, might intelligently determine financial policies. 
As the subject was studied it became more and more manifest that the 
preparation of such a document, known as a budget, constituted but one step 
in putting the administration of the financial affairs of a government upon 
a satisfactory basis; that, if the end sought, the proper handling of this im- 
portant phase of public administration, was to be achieved, other prime 
requisites were the adoption of effective systems for taking action upon the 
financial program so formulated, for putting the determinations so reached 
into execution, and for the audit of all financial transactions by the revenue 
collecting and expending authorities to the end that the legislature might at 
all times have means of assuring itself that its orders with respect to the 
raising and expenditure of funds were being faithfully and efficiently com- 
plied with. It is in this comprehensive sense that the author of the work 
under revitw has interpreted his task. 

In previous works, and notably in his Public Budgeting, published in 
1929, the author has considered in a scholarly way the many technical prob- 
lems involved in organizing a proper budget system as they confront Amer- 
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ican governments. The present work supplements such studies by revealing 
how such problems are handled by the leading countries of Europe and, to 
a certain extent by other countries such as Japan and the more important 
South American states. The result is a comparison of exceptional merit. For 
the first time the American student is given the means of contrasting Amer- 
ican principles and practices with those of other countries. Its value is by 
no means confined to the technical student of public finance. Dealing as it 
does with such important political problems as the control of the purse and 
the relative parts to be played by the executive and the legislature in de- 
termining and executing public policies, the work is one that can be read 
with profit by all students of government. 

Evidence abounds that the author has not only made effective use of the 
leading studies on public finance by foreign writers but has supplemented 
such studies by personal interviews with administrative officers and students 
of the governments considered. Included as an appendix is an exceptionally 
discriminating list of foreign works on the subject, and a carefully compiled 
index is provided. There is little doubt that for an indefinite time to come 
Mr. Buck’s volume will constitute a standard authority on the subject to 
which it relates. 

W. F. WILLOUGHBY 

Washington, D.C. 


The Tariff on Dairy Products. By ROLAND R. RENNE. (Madison, Wis.: 
Tariff Research Committee. 1933. Pp. 176. 50c.) 

The Tariffs on Barley, Oats and Corn. By THEODORE W. SCHULTZ. (Madi: 
son, Wis.: Tariff Research Committee. 1933. Pp. xvii, 116. 50c.) 


These are the second and third volumes in a series of nine monographs on 
agricultural tariffs, sponsored by the Rawleigh Foundation and edited by 
Professor John R. Commons, Benjamin H. Hibbard, and Walter A. Morton 
of the University of Wisconsin. 

The first volume in the series, The Tariff on Sugar, by Professor Lippert 
S. Ellis, which was reviewed in this journal in March, 1934, dealt with a 
commodity on an import basis, where the tariff was fully effective in the 
sense of raising domestic prices above world prices by the amount of the 
duty. Professor Renne’s and Professor Schultz’s studies deal with commodi- 
ties presenting a different type of tariff problem. Dairy products are on the 
border line between an import and an export basis. Seasonal fluctuations in 
production, the competition of other oils and fats with butter, transporta- 
tion charges, and in some cases consumer preference for an imported article 
even at a higher price, present a series of complex problems which Professor 
Renne has well analyzed. His conclusion is that in 1932 the maximum 
benefit that American dairymen could have received from these duties was 
slightly over $100,000,000, and that the actual benefit was probably well 
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under this amount. About three-fourths of the estimated tariff benefit comes 
from the butter duty. This is a partially effective duty: during most of the 
past decade it has kept American butter prices above world prices, but only 
for very brief intervals by the full amount of the duty. Industrial conditions 
seem to have been a much greater factor than the tariff in determining what 
the American dairy farmer gets for his products; and the study shows that 
the popular belief that the demand for foodstuffs is inelastic is not true in 
the case of dairy products. It also indicates that permanent relief for the dairy 
farmer is to be sought, not in high tariffs or restriction of his production, but 
in expansion of industrial production. 

Professor Schultz’s study deals with products that are on an export basis. 
His conclusions are that the duties on them have been practically without 
effect, except when the stabilization activities of the Farm Board in 1930-31 
raised grain prices in the United States above the world level. The mono- 
graph represents careful study and thorough analysis, but suffers from the 
introduction of burdensome detail. 

The editors have written excellent introductions, in which the conclu- 
sions of the studies are summarized. and the larger implications of the tariff 
“benefits” received by the farmer brought out. In the introduction to Pro- 
fessor Renne’s book they say: “The picayune benefits obtained from the 
tariff on agricultural products considered singly are as nothing compared 
with the direct and indirect cost of the tariff system to the American 
farmer.... Yet since these small benefits are visible to the producer and the 
indirect losses are not, the farmer still appears to be a defender of a system 
which is contributing to his ruin” (p. 22). 

| FRANK WHITSON FETTER. 
Haverford College 


NEW BOOKS 


CRAWFORD, F. G. The gasoline tax in the United States, 1934. (Chicago: Public 
Admin, Service. 1935. Pp. 46. 50c.) 

This is a fourth survey of the administration of gasoline taxes in the United 
States. Professor Crawford notes that in the past two years there has been 
improvement, with less evasion and less abuse of exemption and refund 
privileges, Statistical tables cover the period 1927-33. Chapter 4 deals with the 
distribution of the tax. 

DALTON, H., and others. Unbalanced budgets: a study of the financial crisis in 
fifteen countries, (London: Routledge. 1934. Pp. xi, 468. 15s.) 


The Rt. Hon. Sir Arthur Dyke Acland made a ania of £10,000 for the 
establishment of Acland Travelling Scere i “with a view to encouraging 
an intelligent study of industrial, social, or educational conditions outside the 
United Kangdom.” For the year 1932-1933 these scholarships were awarded 
to F. J. Hughes, J. N. Redman, and Brinley Thomas. The reports of these 
scholars, together with one by W. J. Leaning, are the heart of this volume. 
Sir Hugh Dalton has written the preface, introduction, and conclusions. Easily 
the best (not merely the longest) study is that on Germany by Mr. Thomas. 
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He spent nine months in Berlin and has mastered (as well as they can be 
mastered by an outsider) the technical features of the German budget. He also 
gives a clear-cut picture of the whole German economy. Mr. Hughes spent nine 
months in Rome and has written the sections on Italy. Mr. Redman, after 
spending three months in Paris and six in Geneva, writes on ten countries, 
including France. Mr. Leaning’s section deals with Australia, New Zealand, 
and in a note, with the United States. 

The summary of the findings is given by Mr. Dalton. He observes that 
“the falling price level has caused much the same budgetary troubles every- 
where. As governments have feverishly pursued the retreating figure of the 
Balanced Budget, they have, for the most part, pursued it with a limp. The 
foot which treads down expenditure has come more heavily to the ground than 
the foot which presses upon the taxpayers. On the continent of Europe, all 
countries which were belligerents in the war experienced inflation, and are 
unwilling to risk a repetition. The burnt dog dreads the fire; he prefers to 
drown, if this be the only alternative, in the waters of deflation.” Monetary 
history also seems to show that the new generation of dogs will shortly have 
forgotten—if indeed it ever knew—the dangers of either. 

Kart R. Bopp 


FAGAN, E. D. and Macy, C. W., editors. Public finance: selected readings. (New 
York: Longmans, 1934. Pp. 972. $4.75.) 

HOFFMAN, A. Die Besteuerung des Gewinnes der kaufmännischen Unternehmung 
im Ausland: England; Frankreich; Italien; Vereinigte Staaten. (Leipzig: 
Hans Buske. 1934. Pp. xi, 351. RM. 14.50.) ` 

KIDDER, R. A. State inheritance taxation and taxability of trusts: future interests 
Gefined and illustrated, leading federal estate tax cases, trust agreement forms, 
estates. (Chicago: Foundation Press. 1934. Pp. xxiii, 544. $10.) 

MONTGOMERY, R. H. Federal tax handbook 1934-35. (New York: Ronald. 1934. 
Pp. xiv, 1158. $10.) 

This is another issue of the tax manuals which Mr. Montgomery has written 
since 1917. Those who have read any of the previous volumes, know that the 
author is extremely critical of our federal tax legislation which “constitutes a 
mess.” He points out the defects in the 1934 law, and has “no apology for 
calling attention to any lawful plan which enables taxpayers to save money. 
Avoidance does not even involve moral turpitude.” The volume is a complete 


analysis of the income, estate, gift, capital stock and excess-profits taxes. The 


indexes are full, covering over 125 pages, including those of Treasury De- 
partment saa United States Board of Tax Appeals, and court cases. 

PETERS, H. E. The foreign debt of the Argentine Republic. (Baltimore: Johns 
Hopkins Press. 1934. Pp. ix, 186. $2.) 

This monograph is an interesting discussion of the foreign debts contracted 
by the Argentine Republic from its establishment up to the end of 1931. 
Although chiefly concerned with the question of foreign debts, the manner of 
their contraction and how the proceeds of the loans were used, Dr. Peters also 
offers an interesting discussion on the banking, currency and the price situation 
of the Argentine during this period. It is rather to be de that the 
author did not have the opportunity to bring the study up to date, because the 
recovery of Argentina in 1914 was repeated in 1934. After surveying the 
development of the Argentine debt from 1880 to 1914, the author concludes, 
“In 1914 the Argentine Republic, having emerged from the depths of one 
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of the most spectacular of modern crises only a few years before, enjoyed a 
credit exceeded by none except the old creditor nations of Europe.” The same 
may be said of the situation in 1934. After overcoming a very serious crisis 
and in spite of the burden of a huge short-term debt, the Argentine govern- 
ment was not only in a position to strengthen its financial position by the 
conversion into long-term bonds of frozen funds previously accumulated by 
foreigners as a result of foreign exchange restrictions, but also to convert some 
of its external obligations outstanding in London into new issues bearing 
Jower interest rates. 

The difference in the attitude of American and British investors toward 
foreign bonds is very well analyzed; and the author is undoubtedly right when 
he states that the Englishman regards Argentina more or less as a loosely 
connected part of the Empire, whereas to the American the Argentine is merely 
a country with foreign bonds outstanding in the United States. 

The volume is amply documented and gives a concise picture of the history 
of the Argentine foreign debt which is particularly timely now that the question 
of foreign lending and of the future creditor position of the United States 
is again in the forefront of economic discussion. 

| M. NADLER 


PUGLIESE, M. Le finanza e i suoi compiti extra-fiscali negli stati moderni. (Padua: 
Milani. 1932. Pp. ix, 259. L. 32.) 

With the extension of state functions in many modern governments, the 
problems of finance have steadily increased in scope and complexity. To be 
sure, half a century ago the field of public finance was more or less understood 
to concern itself with the problems of revenues and expenditures arising in 
the performance of strictly state functions. Though, according to the author, the 
Wagnerian school of finance seems to have some vaguely defined, yet fairly 
definite conception as to a beginning and an end of the field of state finances, 
the basic principles of that school, as well as those of more recent writers, 
scarcely provide for the requirements of modern government finance, especially 
in corporative states. 

Professor Pugliese undertakes to express with relattve precision the limits 
between the “natural” finances of the state and the ‘‘extra-fiscal” operations. 
In recognizing the use of the extra-fiscal finances to control production and to 
obtain, control, or bring about a more desirable distribution of wealth, his 
rather vigorous discussion opens a field of controversy which will not soon be 
settled. To American students Part 4 will be of greatest interest. In it the 
social aspects of political finance are discussed philosophically and practically, 
though most of the illustrative material is taken from Italian history. The 
author approaches the political finances of the modern state (pp. 183 ff.) as 
essentially (1) those which are ‘‘productivistic,” (2) those which are designed 
to redistribute wealth, and (3) those employed to control the distribution of 
income, or to redistribute the consumptive fruits of income. Naturally, the 
problems of capital cumulation and consumption occupy more than usual rôles 
of importance in states which intentionally direct public finances toward these 
ends. THe devices constitute a system of transformation from the older individ- 
ualistic capitalism to the corporative or collectivistic society. 

The volume concludes (p. 257): “A fiscal system which adapts itself to the 
exigencies and the particular postulates of a modern state is no longer to be 
considered as expressing shortcomings and violations of the classical canons 
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of economic theory of finance which limit the proper functions of imposts to 
state budgetary requirements, but instead as plain expressions of the actual, 
real, concrete exigencies of the age in which it is existing.” Such a proposition 
forces the author to concede (p. 256) the “necessary fusion” of politics, 
economics, sociology, and finance (in the corporative state in particular), a 
concession which must, in its logical development, re-integrate the social 
Sciences. 
F. F. BURTCHETT 


REPACL F. A. La misura delle variazioni delle tariffe doganali. (Turin: Pozzo. 
1934. Pp. 27.) ji 
SwiFt, F. H. European policies of financing public educational institutions. TI. 
Czechoslovakia. III. Austria. Pubs. in educ., vol. viii, no. 2. (Berkeley: Univ. 
of California Press. 1934. Pp. x, 181-250; x, 251-343.) 

VAKIL, C. N. and Munsut, M. C. Industrial policy of India with special refer- 
ence to customs tariff. (Calcutta: Longmans Green. 1934. Pp. xii, 271. Rs. 5.) 

This is one of a series of studies, under the editorship of Professor C. N. 
Vakil of the University of Bombay, on the economic history and problems of 
modem India. The early chapters of the book discuss tariff policy, with special 
reference to India; the latter part makes a comparative study of the construction 
of tariff schedules and the methods of applying duties in a number of countries, 
and presents a proposed new tariff schedule for India. 

The authors are ardent advocates of industrial protection for India.: To 
strengthen their position they have given uncritical acceptance to the claims 
made in the United States and elsewhere as to the great benefits which have 
followed from protection. We are told that France, Germany, and the United 
States “could not have progressed at all except with the help of tariff walls” 
(p. 19). Much of the book is in the spirit of the tariff planks of Republican 
party platforms: new industries will be created, work provided for the unem- 
ployed, and the country freed from exploitation by the British. The authors 
recognize that consideration must be given to consumers’ interests in the fram- 

- ing of rates, but reject the idea that the tariff can injure industries which are 
not favored. “The tariff is often said to draw capital and labour away from 
the non-protected industries. But in India we have no question of this nature 
to raise. Our problem is to find employment for an overcrowded agricultural 
population” (p. 257). The proposed tariff schedule is more moderate than 
might have been expected in view of the general position taken in the earlier 
part of the book. 

FRANK WHITSON FETTER 


Die Ausgaben und Einnahmen der öffentlichen Verwaltung im Deutschen Reich 
fär das Rechnungsjabr 1931-32. (Berlin: Reimar Hobbing. 1934. Pp. 159.) 

The Committee for Reciprocity Information in the matter of the proposed recip- 
rocal trade agreement between the United States and Cuba, (New York: 
American Sugar Refining Co. 1934. Pp. 16.) 

Cost of government, 1923-1934. (New York: National Ind. Conf. Board. 1934. 
Pp. viii, 46. $1.) 

A brief and compact summary of the tax collections, expentlitures, and 
indebtedness of the federal government, states and 183,000 local governmental 
units for the years 1923 to 1934. 

Current tax delinquency. Part I. All states tabulated on county basis, levies of 
1932-33. Summary with outline of tax collection procedure, including changes 
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since 1930. Compiled by Division of Real Estate Taxation. (Washington: 
Supt. Docs. 1934.) 

Financial statistics of cities, 1932. (Washington: Supt. Docs. 1934. Pp. 203. 
75c.) 

Financial statistics of cities having a population of over 30,000, 1931. (Wash- 
ington: Supt. Docs. 1934. Pp. 499. $1.) 

How should citles share in spectal motor taxes? A study of municipal participation 
in highway funds. Highway user ser. no. R2. (Washington: Nat. Highway 
Users Conf. 1934. Pp. 15.) 

New York estate tax law, article 10-C of the tax law, as amended. (New York: 
Guaranty Trust Co. of N.Y. 1934. Pp. 71.) 

New York state franchise tax on business corporations: chapter 726, laws of 
New York, 1917, as amended in 1934. (New York: Guaranty Trust Co. of 
N.Y. 1934, Pp. 54.) 

Number and interrelationship of governmental units that levy property taxes, 
with special table entitled tax structure for real property taxes. (Washington: 
Supt. Docs. 1934. Pp. 17, mimeographed.) 

The Revenue act of 1934, with effective sections of prior acts and digest of new 
provisions. (New York: Chase Nat. Bank of the City of N.Y. 1934. Pp. 207.) 

The tariff and its history: a collection of general information on the subject. 
(Washington: Supt. Docs. 1934. Pp. 109. 10c.) 

Tax systems of the world. 5th ed. (Chicago: Commerce Clearing House. 1934. 
Pp. 282. $10.) 

This fifth edition is a revision of the yearbook formerly entitled Federal 
and State Tax Systems. The volume is prepared by the Tax Research Founda- 
tion, which enlisted the coöperation of some 200 contributors throughout the 
country, under the editorial guidance of Mayne S. Howard of Albany, New 
York. 

The tables are arranged in two series: the first exhibits the tax systems of 
the 48 states, showing for each the statutory authority, title of tax, basis of 
tax, measure of tax base, rate of tax, administration of tax, disposition of 
revenue between state and local authorities, day of taxable status for year of 
report on which tax is computed, date when return of information is due and 
date when tax is due. All of this information is given as of January 1, 1934. 
The notes indicate the authorship of each chart. 

The second portion of the’volume arranges the material by functional 
operations. For example, the table shows annual ad valorem property taxes 
imposed upon intangibles for each state, all the data being brought together 
in a single table for purposes of comparison. These functional operations cover 
practically every form of taxation now in use in the United States. In addition, 
tax charts covering nearly 100 pages are shown for countries other than the 
United States. 

Altogether, this volume provides a comprehensive view of the tax systems 
of the principal countries of the world. i 

The taxation of banks. (New York: National Ind. Conf. Board. 1934. Pp. x, 
148. $2.50.) 


Population and Migration 
NEW BOOKS 


CHARLES, E. The twilight of parenthood. (New York: Norton. 1934. Pp. vi, 
226. $2.50.) 


154 Reviews and New Books | March 


LAKHOVSKY, G. Le racisme et l'orchestre universel. (Paris: Alcan. 1934. Pp. 153. 
15 fr. 

ek La révolution démographique: études et essais sur les problèmes de 
la population, (Paris: Recueil Sirey. 1934. Pp. 227. 25 fr.) 

LORIMER, F. and Osporn, F. Dynamics of population: social and biological 
significance of changing birth rates in the United States. (New York: Mac- 
millan. 1934. Pp. xiii, 461. $4.) 

PALMER, C. E. Growth and the economic depression: a sie of the weight of 
elementary school children in 1921-27 and in 1933. Pub. health serv. reprint 
no. 1599. (Washington: Supt. Docs. 1934. Pp. 16. 5c.) 

SMITH, H. H. and Garrett, E. H. For legalized birth control. Wasting women’s 
lives, by HELENA H. SMITH. Birth control’s business baby, by ELIZABETH H. 
GARRETT. (New York: New Republic. 1934. Pp. 34.) 

WEATHERFORD, W. D. and JoHNsoN, C. S. Race relations: adjustment of whites 
and negroes in the United States, (Boston: Heath. 1934. Pp. 600. $3.20.) 
WLOCEVSKI, S. L'installation des italiens en France. (Paris: Alcan. 1934. Pp. 97.) 
The immigration problem today. (Boston: Immigration Restriction League, 75 

Federal St. 1934. Pp. 29.) 

New Zealand: report on the vital statistics of the Dominion for the year 1933. 
(Wellington: Census and Statistics Office. 1934. Pp. xxvii, 153. 5s.) 

Provistonal summary of mortality statistics in the United States: 1931, 1932 and 
1933. (Washington: Supt. Docs. 1934. Pp. 9, mimeographed.) 


Social Problems and Reforms 


Permanent Prosperity and How to Get It. By JOHN BAUER and NATHANIEL 
GOoLp. (New York: Harper. 1934. Pp. xili, 253. $2.75.) 


The authors of this book assert the right of the citizen to a job and propose 
to give content to that right by means of public works. These public works 
would be a permanent feature of our economy but would be elastic in in- 
verse correlation with the activity of private production. In order to provide 
the monetary stability deemed essential to success Messrs. Bauer and Gold 
come out for nationalization of banking and would finance the requisite pub- 
lic works partly by the direct emission of such money as is necessary to pre- 
serve a stable price level and partly by taxation. 

There is much good sense in the proposals, but the book was all but obso- 
lete before it was published. Nor is this to deny that the need for good sense 
is in any way diminished. The potential evils of a government monopoly 
of banking are conceded but the authors are ready to risk them as the sole 
alternative to existing chaos. Their whole case turns, however, not on the 
function of banks as such but on their usurpation of the governmental pre- 
rogative of providing the monetary medium. On the authors’ own premises, 
therefore, the appropriate remedy is not a governmental monopoly of bank- 
ing but the resumption of governmental control of the medium cee ge 
through a 100 per cent reserve requirement against demand deposits or 
some similar legislation. 

Similarly the authors show a peculiar blindness to alternative and, in the 
reviewer's opinion, better methods of achieving the other ends they seek. 
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Thus they declare that, since industry has become more efficient during the 
depression, we are faced with the necessity of scrapping ‘technological 
capacities” or providing sufficient public activities to absorb “excess” labor 
in useful employment. This attitude is a reflection of the prevailing senti- 
ment that the national production of private industry in 1929 was at such a 
height that we must suffer the fate of Icarus if we surmount this “ceiling.” 
The first task, of course, is to get production up to the pre-depression level, 
but it does not follow that to do this we must engage in weakly wanted 
public works or that we must continue them indefinitely. Messrs, Bauer and 
Gold justly excoriate the fantastic and tragic folly of widespread unemploy- 
ment; but logic would lead us to the conclusion that we should banish it not 
by enlisting workers in the production of submarginal public works but in 
the production of those commodities which consumers want and will buy as 
soon as purchasing power is given them in exchange for their labor. It 
would be distinctly easier for the government to initiate such production 
than to undertake an extensive public works program, and the administra- 
tive task would be comparatively negligible. 

Public works as a “filler” are open not only to the objection that they 
tend to give us much that we do not really want but also that they fail to 
furnish the check on inefficiency which comes with production for a com- 
petitive market, that they almost inevitably lead to a rapidly expanding pub- 
lic debt, and that they are hard to dissociate from corruption. 

It is not to be gainsaid, however, that they are far better than nothing, 
that a foresighted program such as is proposed in this book could do much 
to eliminate waste, that, if we are to be denied more appropriate means, 
Messrs. Bauer and Gold have done a real service in urging their proposals, in 
emphasizing continuous full production as essential not only to prosperity 
but to still dearer ends, in showing that properly devised economic activity 
on governmental account is not a threat but a means of preventing the col- 
lapse of private industry, and in marking out at least one way of escape from 
social paralysis. | 

FRANK D. GRAHAM 

Princeton University 


Organization for Social Welfare, with Special Reference to Social Work. By 
GEORGE B. MANGOLD. (New York: Macmillan. 1934. Pp. xiv, 494. 
$3.50.) 

Professor Mangold shows clearly his specialized background in com- 
munity chest and council work in this 22-chapter volume. That is, the last 
five chaptes dealing with local and state welfare coöperation between agen- 
cies and the community chest movement appear to be the more authentic, 
detailed, and readable. The material handled in the latter quarter of the 
book was evidently culled from his personal experience and observation. 
The author recognizes the valuable material found in the Soctal Work Year- 
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book of 1933 and Hoover's White House Conference on Child Care and 
Protection. This does not mean that these chapters are purely factual and 
statistical. Indeed, the author points out in a forthright manner in his open- 
ing chapter the ameliorative rather than reconstructive aspects of social work 
and in his last chapter he urges social work to “lead in the movement to 
make life more abundant for all and to interest other groups and institutions 
in assisting in the process.” He makes a plea for the application of the 
scientific method to this field hitherto operating by religious and emotional 
motive power. The historical treatment of each phase of social work is brief 
but adequate. His comparison between Catholic and Protestant charitable 
enterprises is excellent and his exposition of the effects of the divisiveness 
of Protestantism is enlightening. 

While he devotes the four middle chapters to social and mental hygiene, 
health and care of the sick, he rather unfortunately avoids an obvious discus- 
sion of the highly controversial question of state medicine. Only the barest 
reference is made to the Committee on the Cost of Medical Care and other 
studies which make out a vigorous case for reform in this field. Again in the 
chapter on the care of the immigrants there is no mention, much less a dis- 
cussion, of the profound effects of the legislation of the Quota act of 1921, 
and the National Origins act of 1924, which if not modified will practically 
eliminate this problem so far as it relates to coping with succeeding waves of 
trans-oceanic migrants. The chapter on the negro is good. The comment on 
housing leaves an incorrect impression, for it gives all the credit for thought 
and action in this field in the past as well as the inspiration for the present, 
to an organization that for 25 years has been dominated by a man who has 
been unalterably opposed to the use of public funds for any kind of housing. 
The author, therefore, somewhat contradicts himself when he says that 
private philanthropy in the form of outright grants or limited dividend 
companies has failed to make a dent in the problem and at the same time 
compliments this organization which has primarily stood for this very 
approach. 

One might also regret the too meager discussion of city planning and the 
larger concept of regional planning with its avowed objectives of moving 
populations to suitable areas to the end that rural slums and pauper popula- 
tions may be permanently eliminated. 

EDWIN S. BURDELL 

Massachusetts Institute of Technology 


T'he Social Survey of Merseyside. Vols. I-III. Edited by D. CARADOG JONES. 
(Liverpool: Univ. Press of Liverpool. 1934. Pp. xxii, 328; xvi, 413; 
xvii, 560. 15s.; 21s.; 25s.; £2 5s., the set.) 

For several years members of the faculty and students of Liverpool Uni- 
versity have been subjecting the metropolitan region centering upon Liver- 


van, 


Ne 
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pool, and including the adjoining urban and suburban districts on both sides 
of the Mersey, to a microscopic examination. Their findings are now pre- 
sented in three large volumes, of which the first deals with the region itself, 
its population, and the problems of overcrowding and poverty as they affect 
the family; the second, the industrial character of Merseyside, with special 
consideration of unemployment as the factor principally responsible for 
present-day poverty; and the third, other aspects of life, including detailed 
consideration of numerous normal and sub-normal groups, and the social 
services affecting them. 

The purpose of the Servey is indicated in the general introduction to these 
volumes. To a hypothetical question as to the value of all these facts, answer 
is tersely made that without them we are working in the dark. While surveys 
without plans may appear to some a rather sterile form of activity, we are 
perhaps bound to accept the authors’ own definition of their task, and to 
recognize that so broad a background of facts as is presented in these volumes 
may serve as the basis for constructive action by a multitude of groups in 
many and diverse fields. 

Merseyside, it appears, is a metropolitan district of slightly less than 
1,000,000 population, The port is the essential basis of its economy. It is 
further described as “a depressed area,” in the sense that it is subject not 
only to the “normal” impact of the depression, but to the even greater 
paralysis resulting from its dependence upon international trade, now fallen 
to such low estate. 

One familiar with comparable facts in another great metropolitan region 
is bound to make comparisons, both as to the facts themselves and their 
meaning, just as the authors themselves have frequently referred to com- 
parable facts about the London area. 

Strangely enough, the New York and Liverpool metropolitan areas have 
much in common. Neither expects to experience again a rapid rise in popula- 
tion such as has determined the pattern of city growth in the past. In each 
area it is the redistribution of the existing population, rather than any rapid 
increase, which is the significant tendency in our time. In both regions it is 
perfectly apparent that it is no lack of land, but the misuse of the available 
land, which is accountable for overcrowding. In other words there is plenty 
of land for residence and every other purpose, if only means can be found for 
using it to best advantage. 

Lest this sound like too great emphasis on the open spaces surrounding 
the city, with an undue acceptance of “decentralization,” as the term is now 
loosely employed, one should hasten to point out that both in Liverpool and 
New Yorkdhe pools of casual labor dependent upon the shipping industry 
and other activities closely related to the port, are responsible for much of 
the excessive crowding, and that no amount of outlying land can solve their 
problems. It is apparent that nothing short of a functional reorganization of 
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the city itself, including rebuilding of considerable in-lying areas can effect a 
cure in either case. 

The essential economy of both areas, as evidenced in the location of indus- 
trial units, seems alike subject to a wide variety of factors ranging from true 
economy to witless tradition, and including as a very important element the 
chance availability of empty buildings which may be adapted to a new 


purpose. 


Some of the differences between the two regions are none the Iess inter- 


esting. Assuming that in each case the central city bears a roughly comparable 
relation to the whole region, it may be noted that the density of population 
per acre in Greater New York is 98, whereas the comparable figure for 
Liverpool is 34.5 persons per acre. The facts about the foreign born in each 
. region are diametrically opposed. As against New York's large percentage 
of foreign born, among whom are found so much of the poverty and over- 
crowding, in the Liverpool area the foreign born are not only small in 
number as might be expected, but have somewhat smaller families, and are 
subject to less than the average overcrowding and poverty. 

If facts without plans appear lacking in vitality to some, it should in all 
fairness be pointed out that in at least one field—the provision of low-cost 


housing in quantities sufficient to have some real effect upon the average 


living conditions of the poorer classes—Merseyside is already far ahead of 
any comparable American community. A map of the region shows substantial 
areas on the fringe of the City of Liverpool already built up with new work- 
ing class housing. It should also be borne in mind in considering these 
housing projects, as well as the Merseyside Survey itself, that prior to each 
of them there existed in England a background of fact and experience in 
regard to overcrowding and poverty without parallel in this country. 
It is, as always, difficult to compare the housing and poverty standards 
established as a basis for the Sarvey, with conditions in the United States. 
The significant fact is, rather, that so broad an area has been studied in the 
light of some well-defined standards, and that facts of this sort have had 
practical application, for example, in admission to tenancy in the “corpora- 
tion houses.” Of especial interest, at this time, is an analysis of the incidence 
of expenditures for unemployment relief. It reveals that, roughly, three- 
fifths of the cost is borne by the state, about one-quarter by the employers 
and workers combined, and less than one-seventh by the local authorities. 

It is perhaps to be regretted that the facts in this Survey are limited almost 
wholly to the “working class,” and that, as is frequently the case, they 
require a long time to get into print. By so much they must fail of giving us a 
complete pau of conditions on the Merseyside today. 

LAWRENCE M. ORTON 

Regional Plan Association 

New York City 
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NEW BOOKS 
ADLER, H., CAHN, F. and STUART, J. The incidence of delinquency in Berkeley, 
1928-1932. Pubs. of the Bur. of Pub. Admin. (Berkeley: Univ. of California 
Press. 1934. Pp. x, 102. $2.) 
ANDERSON, W. The units of government in the United States: an enumeration 
and analysis. Pub, no. 42. (Chicago: Public Admin. Service. 1934. Pp. 37. 50c.) 
ASPINWALL, R. S. The liberation of capitalism. (Detroit: Lincoln Mfg. Co. 1934. 
Pp. 55. 50c.) 
Advocates the taxation of “money” in order to force expenditure. Value 
of money should be controlled by a central agency. 
BAUER, C. Modern housing. (Boston: Houghton Mifflin. 1934, Pp. xvii, 331.) 
BINGHAM, A. M. and RODMAN, S., editors. Challenge to the New Deal. (New 
York: Falcon Press. 1934. Pp. x, 284. $2.50.) 


The purpose of the editors in presenting this collection of 39 articles, all 
of which have appeared in the magazine Common Sense since December, 1932, 
is at least twofold. It is proposed to demonstrate the inevitability of a new 
political alignment and to point out possible leaders in this revolution. The 
latter end is to be accomplished by familiarizing the reader with viewpoints 
of several prominent advocates of third- programs, 

The materials are simply but effectively organized in a tripartite arrange- 
ment, in which Part 1 sketches the disorganization out of which the New Deal 
arose; Part 2 is described as a “factual criticism of the New Deal’’; and Part 3 
summarizes concrete proposals for pry toi action. 

The New Deal, according to these diagnosticians, appeared because the 
modern political order had failed to provide adequate security for the masses. 
This condition is attributed to what are described as inherent characteristics 
of the price system, because of which, according to the Malthusian declaration 
of Harold Loeb, “The 48 million who work for wages and their dependents 
... ate disqualified ... from ever enjoying abundance. They may possess only 
enough to keep their skins on” (p. 166). 

The “f criticism of the New Deal” in Part 2 finds it to be “a fraud 
and a sham in spite of its humanitarianism.” 

The volume may be somewhat distressing to careful students of economics. 
Discussion of business conditions since 1933 appears to ignore or dispute all 
available indexes of business activity, ada production, and employment. 
The book abounds in statements of dubious economic doctrines. Effects of 
inflation, for example, are sufficiently simple to permit the conclusion that, 
“If the consumer cannot buy milk, butter, meat . . . in adequate quantities at 
present prices, he can only buy less if the price is raised” (p. 8). Moreover, 
under the present system, “a business man seeking profit buys his materials 
and pays his labor as cheaply as he can, decides the quantity of goods he will 
make and what he will charge for them. The only (italics mine) check on these 
decisions is the check provided by market conditions” (p. 63). Again, “There 
are 60 pound loaves of bread in a bushel of wheat, heor the consumer 
paid $6.00 for which the farmer received 30 cents. . . . This vast spread . . . is 
represented by rents, interest, and profits” (p. 72). Stuart Chase describes a 
“rise of technical advance, expanding at a geometrical ratio, according to 
Ogburn, while purchasing power positively declines” (p. 141). 

The most frequently cited economist is Thorstein Veblen. Reference to him, 
however, repeatedly extols his criticism of classical economics and entirely 
ignores his equally significant emphasis upon the basic human tendency toward 
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distinctive ostentation. Second place goes to Berle and Means, but Foster and 

Catchings, although not mentioned by name, may be credited with having 

exerted greatest influence upon a majority of the contributors. 
z DALE YODER 


BLACHLY, F. F. and OATMAN, M. E. Administrative legislation and adjudication. 
(Washington: Brookings Inst. 1934. Pp. xv, 296. $3.) 

BLAKESLEE, G. H. Conflicts of policy in the Far East. Pamph. no. 6. (Boston: 
World Peace Foundation. 1934, Pp. 56. 50c.) | 

BoGARDUS, E. S. Leaders and leadership. (New York: Appleton-Century. 1934, 
Pp. 333. $3.) 

meats J. H. S. Social change and social problems. (New York: Harper. 1934. 
Pp. xii, 786.) 

This volume is a revision and an enlargement of Problems of social well- 
being which appeared in 1927. 

BossaRD, J. H. S., editor. Social welfare in the National Recovery program. 
Annals, vol. 176. (Philadelphia: American Acad. of Pol. and Soc. Sci. 1934. 
Pp. 278. $2.) 

BRAILSFORD, H. N. Property or peace. (London: Gollancz. 1934. Pp. 327.) 

Coss, J. C. The application of scientific methods to sociology. (Boston: Chapman 
and Grimes. 1934. Pp. 161. $2.) 

In addition to an essay on the subject title there are six reprints of articles 
which appeared in the American Journal of Sociology, American Economic 
Review, Economic Journal and Social Forces. These all'relate to methodological 
procedure to be ri aa in analyzing social and economic problems. 

CoLz, G. D. H. and CoLE, M. A guide to modern politics. (New York: Knopf. 
1934. Pp. xii, 454, xiv. $3.) 

Cooper, R. M. American consultation in world affairs for the preservation of 
peace. (New York: Macmillan. 1934, Pp. 420. $3.50.) 

DECHESNE, L. Le capitalisme, la libre concurrence et économie dirigée. (Paris: 
Recueil Sirey. 1934. Pp. 187.) 

Up to now the democratic countries of Europe—Belgium, Holland, Switzer- 
land, England and France—have been able to avoid dictatorships; and without 
doubt these countries are well equipped to escape this tyrant who is sustained 
by the hazards of social disintegration. 

But a government should not be content to escape passively. It should exer- 
cise an active direction. Since it cannot supply, it should encourage, individual 
initiative, promote a spontaneous competition which is indispensable for the 
general good. There is nothing to be gained from a new direction of govern- 
mental forces; the answer lies in improving the present democratic order, 
under which competition flourished previously. 

EvANS, J. G., JR. Basic economics in a democratic society using a machine tech- 
nology. (Chapel Hill: Univ. of North Carolina Press. 1934. Pp. 139. $1.50.) 

FRAENKEL, O. K. and Lewis, C. M., editors. The curse of bigness: miscellaneous ` 
papers of Justice Brandeis. (New York: Viking Press. 1934. Pp. ix, 339. 
$3.50.) 

These essays, addresses, and judicial opinions supplement the yolume, The 
Soctal and Economic Views of Mr. Justice Brandeis, by Alfred Lief, oo 
in 1930. The present volume includes reprints of papers over a period of some 
thirty years. They are arranged under the headings: “Insurance and pensions,” 
“Industrial democracy and efficiency,” “Trusts and monopolies,” “Railroads . 
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and finance,” “Zionism,” “Public service and the law.” In addition to the 
essays, the editor has included a list of papers and books by Justice Brandeis, 
lists of books and articles about him, and a topical list of his opinions in the 
Supreme Court since 1931. 

GIDEONSE, H. D. America in a world economy: markets, tariffs, debts and inter- 
national conflict. (Washington: American Assoc. of Univ. Women. 1934. 
Pp. 56.) 

forea of capitalism and war; rôle of tariffs, nationalism or interna- 
tionalism. Lists of suggested readings are furnished. 

GRIMES, J. M. Institutional care of mental patients in the United States. (Chicago: 
Author, 1816 N. Clark St. 1934. Pp. xv, 138. $3.) 

Harpy, C. O. assisted by KUCZYNSKI, R. R. The housing program of the City of 
Vienna. (Washington: Brookings Inst. 1934. Pp. xii, 143. $2.) 

The merit of this little book is quite out of proportion to its length. In its 
compactness, its directness, its careful discriminations and its impartial view- 
point it warrants high commendation. 

The author starts out with a clear-cut description of the “notoriously bad” 
housing of Vienna before the World War, its cramped quarters, lack of 
modem conveniences, and overcrowding. He finds these conditions largely 
due to a heavy tax on gross rentals which often fell on the tenant and forced 
him to practise “extreme economy” in housing space. He then proceeds to 
develop the political background of hostility between landlord and tenant, 
due partly to unusual restrictions on the latter (before the war a tenant did not 
even have the right to a key to his dwelling), a to building codes and 
partly to other factors. This antagonism is held largely responsible for the 
drastic rent legislation later enacted in Austria, which with currency inflation 
and other post-war conditions made provision of shelter by private enterprise 
almost impossible. 

Coming to the extensive program of municipal housing undertaken by the 
Social Democratic Party, the book points out that, while free housing for 
families with normal living Soaks was favored as an ideal, actually only 
capital costs and not operating expenses were met out of public funds. The 
physical features of the new houses and their equipment are succinctly de- 
scribed. A chapter on the financial aspects presents data on land and building 
costs and on the revenues obtained, with an interesting discussion of the 
reliance on taxation rather than on loans to meet the capital outlay. There is 
a short chapter on administrative features. 

Although the author favors the provision of housing by private enterprise 
as a general policy, he emphasizes the peculiar difficulties existing in Vienna at 
the close of the war and pays a high tribute to the integrity and efficiency of 
those in charge of the municipal building program. 

Primarily the book is a factual presentation which no one interested in the 
details of the Vienna experiment can afford to miss. At the same time it is 
T interesting to those who are chiefly concemed with the broad questions 
of social policy raised by government intervention in housing. These readers 
will find the chapter of conclusions especially stimulating. 

3 l LUTHER CONANT 

HENDERSON, A. Labours peace policy: arbitration, security, disarmament. (Lon- 
don: The Labour Party. 1934. Pp. 15.) 

Homans, G. C. and Curts, C. P., JR. An introduction to Pareto: his sociology. 
(New York: Knopf. 1934. Pp. xiii, 299. $2.50.) 
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Jacks, L. P. Ethical factors of the present crisis, Colver lectures in Brown Univ., 
1933. (Baltimore: Williams and Wilkins. 1934. Pp. 77. $1.50.) 

This title covers the Colver lectures delivered by the author at Brown Uni- 
versity in 1933. The first of the four deals with ‘Moral inertia’; the second, 
with “Wasted human energies” ; the third, with “Indiscipline” ; and the fourth, —,' 
with “The coming leisure.” Near the beginning of his first lecture, the author 
properly points out that to keep a high civilization “demands a degree of 
intelligence and of courage quite as great as that which was needed to win it 
in the first instance.” ‘Throughout the discourses, he stresses not only courage, ' 
but all the other traditional moral qualities more than he stresses intellectual 
equipment. Indecision resulting from a lack of development of the will is 
pointed out as the root difficulty of this generation. The contrast in educational 
processes between training or, as the author calls it, learning and mere acquisi- 
tion of knowledge, is mentioned again and again. There are some good para- 
gtaphs on the overvaluation of happiness in the current thinking and aims. 
“Unless our idea of happiness includes ability to do without it (and how 
seldom it does so!) ‘the pursuit’ of it whether by nations or individuals is 

- probably the shortest cut to the bottomless pit so far discovered by the evil 
genius of man.” The folly and illusion of conceiving worthwhile life in terms 
of the multiplication of wants without regard to the kind of wants, receives 
brief but efective treatment. The chapter on “Indiscipline” is particularly 
valuable for our time, even though much of it will be placed by those who 
lack courage under the head of “hard sayings.” We need, says the author, a 
new conception of liberty which will include discipline as a vital element. 
The confusion which the author regards as the underlying cause of our present 
troubles can be eliminated only through the introduction of order; and this 
term has a very wide content and implication. The last chapter on leisure is 
the least definite and satisfactory of the four. This little book is well worth 
while, because it attacks fundamentals without fear or evasion. 

JoHN A, RYAN 


JOHNSON, F. E. Economics and the good life. (New York: Association Press. 
1934, Pp. xii, 186. $1.75.) 
KLEIN, J. and COLWIN, W. Economic problems of today. (Chicago: Lyons and 
Carnahan. 1934. Pp. 511. $1.60.) 
For high schools. 
LANDIS, B. Y. Must the nation plan? A discussion of government programs. 
(New York: Association Press. 1934. Pp. x, 221. $2.) 
In a clear, dynamic style this book gives a picture of the background of the 
New Deal, and the problems faced as a result of it, according to the views of 
a select group of publicists and government officials. Its principal usefulness 
lies in the fact that it serves to refresh our memory of the tidal sweep of . 
events and public controversy in a manner unencumbered by efforts at profound 
interpretation. The book happily lacks the hysterical attitude typical of so 
many of the books on the New Deal. JAMES G. SMITH 


Linpsay, A. D. Christianity and economics. 2nd imp. (London: Macmillan. 
1934. Pp. vii, 177.) j 
The five chapters of this little volume were delivered as five lectures in , 
Oxford in the autumn of 1930 and repeated in the United States in the Sprin 
of 1932 under the auspices of the Hewitt Foundation. The main topics treate 
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are the relation between Christianity and economics as compared with the 
relation between Christianity and politics; the treatment of means as ends in 
our industrial system; economic necessity and what action Christianity suggests. 

In the first chapter, the author notices the statement by R. H. Tawney to 
the effect that in the Middle Ages economic life was governed by moral and 
religious teaching but that in modern times economics and religion have been 
completely divorced. While Professor Lindsay accepts this judgment, he main- 
tains that this evil condition can be coveted, if only the same method which 
has brought politics back under the domain of morality is applied to economics. 
His attempt to show that the domain of morality has been restored over 
politics is entirely unsuccessful. The function of law, he says, has come to be 
regarded as that of protecting natural rights, rather than conforming to the 
natural law. In so far as this concept is operative, it is subject to two serious 
defects: first, unless the concept of natural rights is drawn from a concept of 
the law of nature, it is bound to be partial and inadequate; as a matter of fact, 
no modern state gives adequate protection to all natural rights. This is particu- 
larly true in the field of industrial legislation. Indeed, the view that the business 
of the state is to protect natural rights is quite compatible with the philosophy 
of laissez-faire. 

According to the author, the business of the Church, both in the field of 
politics and that of economics, is merely “to keep alive and develop the con- 
ception of the good life” on which the health of society depends. It should 
strive to arouse the consciences of men, to help them to acquire a right con- 
science; but apparently this is to be achieved merely by general moral exhorta- 
tion. The author does not seem to favor the specific application of the moral 
law by the authorized teachers of morality to specific situations and practices 
in either economic or political relations. Toward the end of the volume he asks 
whether the Church should have its own specific solution or declare its own 
attitude “towards one or other of the various solutions which economists or 
politicians or statesmen have propounded or are propounding?” The answer 
to that question, he says, is clearly “no.” 

To the reviewer, this answer and the general theory set forth by the 
author renders his proposals ineffective and futile. Unless the teachers of 
religion and morality have a clear idea of definite moral principles and sufficient 
knowledge of economic practices to pronounce moral judgments in considerable 
detail upon the practices of our industrial society, they will provide no specific 
moral guidance nor produce any noticeable effect upon economic practices and 
relations. Vague exhortations to and vague pleas for the development of a 
better public conscience will be utterly ineffective so long as the exhorters are 
unable to lay down the specific rules and principles that are an indispensable 
prerequisite to the formation of a right public conscience. 

JoHN A. RYAN 


LUNDBERG, G. A., KoMAROVSKY, M. and McINERNY, M. A. Leisure: a suburban 
study. (New York: Columbia Univ. Press. 1934. Pp. xiv, 396. $3.) 

To the student of social problems the “machine age” and the ‘forty-four 
hour weęk” set up an equation of which the other member is inevitably the 
problem of leisure. Because they wonder what people would do with more 
leisure, Mr. Lundberg and his associates have analyzed the character of and the 
facilities for recreation in relatively prosperous suburban communities in West- 
chester County, New York. 
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There is considerable ingenuity in the choice of data, and the samples are 
for the most part of commendable size. More than 10,000 schedules and ques- 
tionnaires were collected; more than 200 formal interviews lasting at least 
an hour were secured. Though, as they admit, they were often unable to comply 
with the requirements of random sampling, they have not failed to advance 
conclusions drawn from such evidence with suitable qualification. The interest 
in reading the book, however, comes partly from the use of frankly anecdotal 
material, the representativeness of which is dependent on the judgment of 
the observer, 

The raw data are taken primarily from “diaries” kept a day, three days, or 
a week by a large number of people in carefully selected groups, but the in- 
vestigators have enriched their interpretation by visiting the places of recreation 
in the county, by consulting compilations already available eee on the use 
of pe libraries, for example), and by collecting other statistical material 
such as what people do on commuters’ trains. If to mention but two findings 
is not misleading, it may be said that the authors discover when they compare 
housewives with unskilled working women, that “as the amount of leisure 
increases the proportions spent on eating, sports, radio, motoring, and public 
entertainment decrease, while the proportions spent on visiting, reading, and 
clubs increase” (p. 108). As leisure increases for men, on the other hand, 
“they tend to spend greater proportions not only on visiting and reading but 
also on public entertainment, sports, and radio” (p. 109). At another point 
the authors compare participation in club activity on the part of residents of 
a “well-to-do” community and residents of a “poor” community. Though in 
the less prosperous community 62 per cent of all club memberships are in 
utilitarian or partly utilitarian organizations, in the more prosperous community 
95 per cent of the memberships are for purely social purposes. 

mbitious and painstaking as this study is, one wonders whether it is a 
merit or a defect that the findings are what one would . Few readers 
will be far enough away from the pattern of life in Westchester to want so | 
minutely detailed a description of leisure-time activities in the suburban church, 
the suburban club, the suburban school. Yet it is interesting to have statistical 
indication of the high degree of organization of leisure and its close dependence 
on pecuniary factors. Since in the well-to-do communities leisure 1s closel 
associated with social ambition, what has here been classified as leisure, ub 
activities particularly, seems to some individuals more like duty than like 
recreation. It 1s also significant that even in these relatively group-conscious 
communities the public facilities for leisure are so sadly limited. 

ELIZABETH S. May 


‘DE MUN, A. Dictature ou Parlement? (Paris: Alcan. 1934. Pp. 266. 12 fr.) 
Holds that the welfare of France depends upon the collaboration of Parlia- . 
ment and the government, but questions whether the present régime is favor- 
able to such codperation. If not, France must choose between a dictatorship 

or an empowered Parliament. 

NELSON, J. F. Letsure-time interests and activities of business girls: a research 
study conducted during 1931-1933. (New York: Woman’s Press. 1934. 
Pp. 113. 75c.) 

RieGEL, O. W. Mobilizing for chaos: the story of the new propaganda. (New 
Haven: Yale Univ. Press. 1934. Pp. 231. $2.50.) 

Describes and discusses the development of official propaganda and censor- 
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ship for the purpose of moulding public opinion in the interest of nationalistic 
programs. Author was a foreign correspondent and is now director of jour- 
nalism at Washington and Lee University. 

ROBEY, R. Roosevelt versus recovery. (New York: Harper. 1934. Pp. 163. $2.) 

When publishers describe a book as the work of an economist, one should 
reasonably expect a fairly unbiased, analytic, carefully measured statement. 
This volume, so fected, has neither the viewpoint nor the method of such 
a presentation; and its value as a criticism of recovery measures suffers from 
their absence. 

The author writes in the hope that comprehensive economic collapse may 
be averted by a hasty return “to the tenets of liberal capitalism” (p. 156). 
Chapter titles clearly evidence his position. They include: “Madness” (the 
monetary program) ; “Waste” (public works and relief); “Stampede” (the 
N.R.A.) ; “Subterfuge” (agricultural adjustment) ; and “Stalemate” (credit 
extension). 

Values of rather penetrating insight are constantly vitiated by careless 
handling of facts, which shows itself in broad generalizations such as assertions 
that the gold-buying program was accompanied by no advances in commodity 
prices (p. 66) and that the R.F.C. and the A.A.A. “could draw without limit 
on the United States treasury” (p. 82). Weighing of words is nowhere in 
evidence, as is indicated by the characterization of the farm pornn as ‘‘eco- 
nomic bribery” (p. 114), and the assertion that “to find the defects in the 
public works thesis, one at least has to do some reasoning. To see the Warren 
theory is wrong, neither analysis nor the ability to think is necessary” (p. 79). 
Again, plans for a managed currency outlined in the President’s address of 
October 22, 1933, represent “the most fantastic monetary theory in history” 
(p. 65). The government’s monetary policy as a whole “has been incredible, 
fantastic, grotesque” (p. 56). Distinction between printing-press inflation and 
the process in which reserve banks are allowed to use government bonds as 
backing for currency “is of no economic significance’ (p. 74). 

DALE YODER 


SIMONS, H. C. A positive program for laissez-faire: some proposals for a liberal 
economic policy. (Chicago: Univ. of Chicago Press. 1934. Pp. tv, 40. 25c.) 
A vigorous essay in which the author lays down a detailed eens of 
constructive reform and reluctantly criticizes the N.R.A. and other current 
policies which in his opinion will cause permanent injury to the economic 
fase He would eliminate private monopoly in all its forms, abolish private 
eposit banking on the basis of fractional reserves, create a federal monetary 
authority to control the quantity of effective money, change tax system in interest 
of distribution of wealth, reform tariff system, and limit squandering of our 
reserves in advertising and selling activities. 


STRICKLAND, C. F, The progress of rural welfare in India, 1934. (New York: 
Oxford Univ. Press. 1934. Pp. 46. 35c.) 

TAYLOR, H. Contemporary problems in the United States. 1934-35 edition. 
Vols. I and II. (New York: Harcourt Brace. 1934; 1935. Pp. ix, 516; v, 545. 
$2.75, each.) 

An annual revision of a text first written in 1932-33 for use in a second- 
year course preliminary to specialized studies in economics at Columbia Uni- 
versity, and since introduced at other colleges. The central problem of this 
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volume is economic security. Members of the Columbia staff coöperated in the 
preparation of the text; and there are also ae of articles relating to sub- 
jects discussed. The several sections in the volume include the problem 
of security and the contemporary economic situation; the organization of the 
system of money and credit; international economic relations; the organization 
and methods of American business; the problem of agriculture; the problems 
of labor. 

The second volume treats of law and government in America; the state as 
regulator, with articles on railroad, public utility and power regulation; the 
state as financier; and social provisions against economic insecurity. 


THOMAS, N. Human exploitation in the United States. (New York: Stokes, 1934. 
Pp. xix, 402. $2.75.) 

WALLACE, S. C. The New Deal in action. (New York: Harper. 1934. Pp. x, 
243. $2.) 

Professor Wallace has presented an excellent running account of dates and 
details in the development of the Roosevelt program, together with a con- 
venient outline of the structures of various alphabetical agencies. The narrative 
is frankly sympathetic to the program. 

For the most part, the author has avoided discussion of the economic impli- 
cations inherent in the steps that have been taken. Exceptions to this rule are 
to be found in chapters concerned with the administration’s monetary manipu- 
lations, the N.R.A., the purchasing power theory of depression and recovery, 
and the expansion of public works. In each of these cases, analysis is not at all 
profound, and the author displays no clear conception of the distinction be- 
tween economics and politics, as is convincingly evidenced in his eee 
that, “the theory of the orthodox economists was that the deflation should be 
allowed to run its course” (p. 113). 

The value of the book is lessened by its constant recourse to extensive quota- 
tions with no reference or indication as to their source or sources. 

DALE YODER 


WHITNEY, R. Economic freedom. Address at a dinner of the Chicago Assoc. of 
Stock Exchange Firms, Palmer House, Chicago, December 10, 1934. (New 
York: N.Y. Stock Exchange. 1934. Pp. 19.) 

WILKINSON, H. A. The American doctrine of state succession. Stud. in hist. and 
pol. sci., ser. lii, no. 4. (Baltimore: Johns Hopkins Press. 1934. Pp. 137.) 
WILLOUGHBY, W. F. Principles of legislative organization and administration. 

(Washington: Brookings Inst. 1934. Pp. xiv, 657. $5.) 

WRIGHT, Q. Where the League of Nations stands today. Day and hour ser., 
no. 9. (Minneapolis: Univ. of Minnesota Press. 1934. Pp. 25. 25c.) 

YOUNG, K. An introductory sociology. (New York: American Book Co. 1934. 
Pp. 639. $3.50.). 

ZNANIECKI, F. The method of sociology. (New York: Farrar and Rinehart. 
1934. Pp. xii, 338.) 

Civilian home service: a discussion of organization and principles and procedures 
involved in family social case work as a chapter program. (Washington: Amer- 
ican Nat. Red Cross. 1934. Pp. 53.) 

Commission on the Administration of Justice in New York State: report. Legis. 
doc. no. 50. (Albany: State House. 1934. Pp. 1016.) 

Economic outlook in higher education for 1934-35. Office of Educ., pamph. 
no. 58. (Washington: Supt. Docs. 1934. Pp. 49. 5c.) 


re 
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The growth of the farm family in relation to its activities: based upon an investi- 
gation of families of white farmers in Wake County, North Carolina. Bull. 
no. 298. (Raleigh: Agric. Experiment Sta. 1934. Pp. 61.) 

A housing program for the United States. (Chicago: National Assoc. of Housing 
Officials, 1934. Pp. 22.) ` 

Massachusetts Federation of Planning Boards: 21st annual conference, Brookline, 
Massachusetts, October 4 and 5, 1934. Planning for housing, by R. F. TUCKER. 
Shall our city plans gather dust—or make the dirt fly? by H. $. BuTTENHEIM. 
Bull. no. 31. (Boston: Mass. Fed. of Planning Boards. 1934. Pp. 32.) 

The du Pont Company and munitions. (Wilmington, Del.: du Pont de Nemours 
and Co, 1934. Pp. 42.) 

A statistical survey of public opiniom regarding current economic and social 
problems as reported by newspaper editors in August and September, 1934. 
Final report. (New York: National Ind. Conf. Board. 1934. Pp. viii, 40. 50c.) 


Insurance and Pensions 


An Historical Basis for Unemployment Insurance. By INDUSTRIAL RELA- 
TIONS COUNSELORS, INC. (Minneapolis: Univ. of Minnesota Press. 
1934. Pp. vi, 306. $3.00.) 

A Program for Unem ployment Insurance and Relief in the United States. By 
A. H. HANSEN, and others. (Minneapolis: Univ. of Minnesota Press. 
1934. Pp. viii, 201. $2.50.) 

Unemployment Funds: A Survey and Proposal. By HuGH H. WoLFENDEN. 
(Toronto: Macmillan, 1934. Pp. xiv, 229. $2.50.) 

An Historical Basis for Unemployment Insurance is a report prepared 
for the Employment Stabilization Research Institute of the University of 
Minnesota, Examination is focused on European unemployment insurance 
experience as an aid in establishing an acceptable plan for the United States. 

Part 1 briefly discusses the stages of development from the early public 
relief schemes through to trade union out-of-work benefit plans, local and 
national governmental subsidies to voluntary plans and finally national com- 
pulsory legislation. The major portion of this part is concerned with the 
development which has taken place in individual European countries—Great 
Britain, Germany, Belgium and Switzerland. Some ten pages are devoted to 
the development in this country. 

The second part makes a detailed examination of the legal provisions 
enforced in different countries, particularly with reference to basis of cover- 
age, definition of unemployment, eligibility for benefit, source of income, 
benefits and administration. Various existing and proposed plans in the 
United States are subjected to analysis. | 

The appendixes make possible a rapid survey of the chief features in both 
the European schemes as well as those existing and proposed plans in the 
United States. The selected bibliography, while not extensive, is quite satis- 
factory. This book makes it possible for the reader to grasp the broad outlines 
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of the various unemployment insurance plans without becoming lost in a 
mass of details. 


A Program for Unemployment Insurance and Relief in the United States 
is a study made by the Employment Stabilization Research Institute of the 
University of Minnesota. It seeks to complete the work begun in a previous 
volume.* 

Part 1 aims to point out in broad outline the necessity of codrdinating 
insurance and relief measures as well as the plans of federal and state gov- 
ernments in such a program. The second part analyzes the fundamentals of 
an unemployment insurance program, largely along the same lines as the an- 
alysis made in the book reviewed above. Part 3 is concerned with the out- 
lines of a relief program; while the fourth part discusses the investment of 
unemployment reserves and business stability. 

The central thesis of this study may be found in the following sentences 
appearing in the foreword: 


There has been increasing realization that no system of unemployment insur- 
ance can care for all the unemployed throughout a prolonged T Unem- 
ployment insurance funds should be built up in reserve so'that they will be ade- 
quate in minor depressions and will go far toward compensating unemployment 
in major crises, but some supplementary relief will be necessary during such 
periods as the present one. 


Much of the statistical material in this volume is based upon Minnesota 
data and too little attention is given to statistics to be found in the Ohio, 
Wisconsin and California reports. _ 

One is impressed, in reading this study, that many of the conclusions are 
in the nature of compromises, A typical example may be found in the treat- 
ment of employer and employee contributions (pp. 58-65). Although the 
definition and tests of unemployment are highly controversial, a more satis- 
factory definition of unemployment might have been presented (pp. 79-92). 
It is only fair to point out, however, that the authors are open-minded to 
new approaches. For example, the present study favors a wider pooling of 
funds than the company and industry funds previously suggested. 

Part 4, dealing with the financial aspects of unemployment reserve funds, 
analyzes alternative methods of investment. This phase has previously been 
given only fragmentary attention. The conclusion (federal reserve bank and 
savings bank investments) is again a compromise, but the discussion throws 
additional light on the subject. 


‘Unemployment Funds: A Survey and Proposal is written by an inde- 
pendent actuary for the Canadian Life Insurance Officers Association. It 


1 Alvin H. Hansen and Merrill G. Murray, A New Plan for Unemployment Reserves 
(University of Minnesota Press, 1930). 


Py 
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is a sequel to a previous publication by the same author, The Real Meaning 
of Social Insurance (1932). 

The major portion of this book is given to a survey of existing and pro- 
posed plans in Europe, United States and Canada. The presentation of the 
material is very general in character and adds little to information already 
avatlable.? 

According to this book, although “the employer has no obligation to 
compensate an employee for unemployment, nevertheless he should recog- 
nize his ability to assist his employees” (author's italics). In brief, the 
proposal is that the employee set up savings funds with occasional assistance 
from employers (not necessarily monetary) and that the state match the 
employee’s contributions if unemployment is sufficiently widespread. When 
the fund is exhausted, ‘‘recourse to the state should then be permitted, sub- 
ject to strict tests of both ‘means’ and ‘need.’ ” 


Washington, D.C. 


Louis LEVINE 


A Proposed Unemployment Insurance Measure for New Hampshire. (Con- 
cord: N. H. Commission on Unemployment Reserves. 1934. Pp. 34.) 


This is an exposition of a plan of unemployment insurance for New 
Hampshire presented by the New Hampshire Commission on Unemploy- 
ment Reserves. After a brief argument in support of unemployment insur- 
ance in general, the report proceeds to explain and defend the “New 
Hampshire plan.” Among the more important provisions of the plan are the 
following: 

(1) The proposed law would include all establishments employing five 
or more employees excepting farming and domestic service, government 
employees, teachers, and seasonal industries. A seasonal industry is defined 
as ` ‘one with a regular, consecutive, stipulated season of not over 17 weeks in 
a year.” 

(2) A waiting period of “three weeks’ consecutive unemployment i in any 
six months, or four weeks’ cumulative unemployment is provided. i 

(3) Benefits for total unemployment are placed at a maximum of $14 
and a minimum of $6 per week for a maximum of 16 weeks and not to ex- 
ceed one week of benefit for every three weeks of full employment in an 
insured occupation. The administrative agency is given power to decrease 


? See, for example, United States Senate, Select Committee to Investigate Unemployment 
Insurance, Unemployment Insurance Report (pursuant to Senate Resolution no. 483, 71st 
Congress, 72nd Congress, 1st Session, Report no. 964, Washington, 1932). 

Unemployment Insurance: Individual Views (pursuant to Senate Besolunen no. 483, 71st 
Congress, 72pd Congress, 1st Session, Washington, 1932). 

Unemployment Insurance: Hearings (pursuant to Senate Resolution no. 483, 71st Con- 
gress, 72nd Congress, 1st Session, Washington, 1932). 

“Operation of Unemployment Insurance Systems in the United States and Foreign 
Countries,” Monthly Labor Review, June, July, August and September, ae Bureau of 
Labor Statistics, U. S. Dept. of Labor. 
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benefits, increase the waiting period, or “make other changes in the rules 
and regulations” needed to insure the solvency of the funds. 

(4) Contributions from employers are to be a maximum of 214 per cent 
of the total payroll of those workers included in the plan. In addition, in- 
sured workers are required to contribute 1 per cent of their wages. 

(5) Although all the contributions are to be pooled for the purpose of 
paying benefits, a separate ledger account is to be kept for each employer. 
When the ledger account shows a reserve of 8 per cent of the existing 
payroll, the employer's rate of contribution is to be scaled down to 2 per 
cent; when larger reserves are accumulated, the contribution is to be scaled 
down by successive steps to 1 per cent. 

(6) A worker who quits voluntarily or who is discharged for cause is not 
to be completely disqualified from insurance benefits. He is to be penalized 
by a waiting period of twice the normal length but otherwise will be entitled 
to normal benefits. The report makes a great deal of this feature contending 
that it puts unemployment insurance “‘on an impersonal basis” and justifies 
workers’ contributions. 

The “New Hampshire plan” is an ingenious combination of the Wiscon- 
sin and Ohio plans. Accounting by individual employers is from the Wis- 
consin plan and is a concession to the idea that employers should be rewarded 
for regularity. The employee contributions, the pooling of all funds, and the 
general accounting for the employers’ minimum contribution of 1 per cent 
is from the Ohio plan and is a concession to the idea that the strong and 
fortunate should help the weak and unfortunate. This latter is the insurance 
part of the plan. 

Actually the plan is much more like the Ohio proposal than the Wisconsin 
act. Not only is the 114 per cent margin within which the employer can 
reduce his cost a rather meager one, but even this margin is not guaranteed 
(apparently) since the administration can alter the rules to safeguard the 

funds. A combination of an unpooled fund from which each employer 
would pay for his own unemployment up to the extent of his fund and a 
pooled fund to insure to the worker his full standard of benefits would seem 
to be a preferable set-up to accomplish the dual purpose which the Com- 
mission has in mind. The pooled fund could also be used to take care of 
special cases such as those mentioned in feature number 6 above. 

The report ignores entirely the proposition that certain unemployment 
should be regarded as a cost of doing business and paid for by consumers 
as is the case with accidents under workmen’s compensation. Had this im- 
portant part of the philosophy of unemployment reserves been given more 
weight, the report might have concluded against employee contributions. 

The last word on unemployment reserves cannot be written until the 
states have had some experience with various plans. It is to be hoped that the 
federal government will not eliminate experimentation in this field. If it 
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does not, the New Hampshire report should prove a contribution toward the 
development of a satisfactory unemployment reserves plan for the states, 
HAROLD M. GROVES 
University of Wisconsin 


The British Attack on Unemployment. By A. C. C. HILL, JR., and ISADOR 
LuBIN. (Washington: Brookings Institution. 1934. Pp. xiv, 325. 
$3.00.) 

An unfortunate characteristic of the “New Deal” is the recurrent assur- 
ance with which each venture is heralded and the excessive expectations 
aroused thereby. The Administration seems not to have learned that it may 
be a better policy to understate in advance the possibility of new ventures 
than to ballyhoo them as panaceas. This applies to the present program of so- 
cial security as it has to nearly all the earlier attacks on the depression. And it 
applies particularly to unemployment insurance. With a dozen unemploy- 
ment insurance schemes in the air, including that of the President, it is well 
to remember that we have had practically no experience whatsoever with the 
theory, practice and difficulties of this undertaking. Great Britain has had 
nearly a quarter of a century of such experience and is still unsettled both as 
to theory and practice. A review of this British experience, such as is found 
in this study, should be of inestimable value in the United States if we are to 
avoid both undue optimism and unwarranted fears, not to mention mistakes 
which presumably need not be repeated. 

Hill and Lubin’s book is divided into five parts including appendixes. Part 
I is a brief history of the English Poor laws out of which unemployment in- 
surance grew in 1911 in a small and unobtrusive fashion. Part II is a descrip- 
tion of the way in which the insurance scheme works through the unemploy- 
ment exchange system and some of the practices in training and transferring 
unemployed persons. Part III is the story of relief which was added to the 
insurance system and which destroyed its financial soundness and the at- 
tempts made to differentiate between insurance and relief and again to put 
the insurance scheme on a sound financial basis. Part IV is a critical treatment 
of British methods; and the appendixes deal with special phases of the gen- 
eral unemployment problem. 

Unemployment insurance in Great Britain is not a failure. It is not, how- 
ever, a complete success; and there is no guaranty as yet that the last revision 
of 1934 has corrected the errors of twenty-four years of experimentation. 
Basically the weakness of the British system is found in its failure to maintain 
a clear line of demarcation between insurance and relief. Insurance grew out 
of the Poog laws, and was originally applied to a limited number of industries 
in which unemployment was greater than the average. It was successful until 
there were saddled on it persons who had not previously been a part of the 
system and therefore had not contributed to its reserves. The authors suggest 
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that three principal classes should not have been covered by insurance: physi- 
cal defectives, married women not intending to continue industrial employ- 
ment and those normally only partially employed. The authors suggest fur- 
ther that insurance should be against loss of income rather than loss of time, 
thus limiting the claims of the unemployed to a definite monetary sum. 
“British experience,” they write, “clearly indicates that an unemployment 
insurance fund can maintain its financial solvency only by limiting the period 
of unemployment for which it assumes liability” (p. 254). When this period 
has passed “British experience further indicates the necessity for a distinct 
secondary relief system supplementary to unemployment insurance” (p. 
255). | 

Thus, whatever may be one’s opinion as to the responsibility of govern- 
ment, industry and employees for unemployment and its care, it would seem 
that the beginning of wisdom resides in a decision as to who shall be pro- 
tected by unemployment insurance and who shall be protected by relief. It is 
clear from British experience that two things are involved and two methods 
of treatment are demanded. Both insurance and relief are recognized in 
Britain as obligations of the state but tying them together would seem, from 
British experience, to endanger the whole insurance program. The central 
problem then of any unemployment insurance is to define the meaning of 
unemployment itself. ne 

As there have been many misrepresentations of the British unemployment 
insurance system and its results, it is well to summarize some of the findings 
of the authors of this monograph: 

(1) British insurance was financially sound until 1930 (p. 219). At- 
the end of the thirteenth year it was concurrently almost self-balancing. 

(2) Britain did not recover without a new deal in so far as she has re- - 
covered at all. This recovery has been accompanied by measures which antici- 
pated almost in detail much American practice under the present adminis- 
tration. But the British have minimized the newness of what they have done, 
while we have tended to exaggerate it. 

(3) Both in Britain and in the United States the expectation of recovery’ 
has colored thought and practice making it possible for “emergency” meth- 
ods to be adopted without thorough preparation and careful planning. 

(4) Finally, the usual criticisms of unemployment insurance find no sup- 
port from the authors of this study. It need not increase the cost of production 
so as to affect prices excessively. It does not render labor immobile in such a 
degree as to offset the greater mobility created by the labor exchanges and 
other methods of transference of labor, and it does not demoralize the re- 
cipients of benefits when accompanied by training centers for the young and 
in comparison with the demoralization of private or public relief. 

The experience of Great Britain shows that with a proper definition of 
unemployment a financially sound system can be created to care for “em- 
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ployed persons” when out of work, leaving a large number of unemployed 
persons who require for various reasons relief rather than insurance. To 
those who are now proposing unemployment insurance as a cure-all for 
unemployment of all kinds this conclusion should check excessive enthusiasm 
and bring their proposals under careful scrutiny to discover just how far 
insurance can go as a measure of social security and what its limitations are. 
NORMAN J. WARE 
Wesleyan University l 


NEW. BOOKS 
ELBERT, R. G. Unemployment and relief. (New York: Farrar and Rinehart. 
1934. Pp. xii, 136. $1.) 

This pungent little volume, partly an outgrowth of the author's study as a 
member of the Industrial Advisory Board, is a business man’s suggested solu- 
tion to the unemployment relief aro Casting aside as inadequate individual 
establishment reserves, as provided for in the Wisconsin system, for example, 
Mr. Elbert concludes that only a compulsory unemployment insurance system, 
based upon the principle of pooled reserves, and national in scope, can cope 
with the problem. If constitutional limitations prevent the establishment of a 
federal plan, it is suggested that identical state P ans can be established through 
the instrumentality of a federal excise tax, although the author considers the 
Wagner-Lewis measure deficient in several respects. 

But Mr. Elbert, following good English practice, regards unemployment 
insurance, paid for by employers and employees, as only the “‘first line of 
defense.” If unemployed persons cannot obtain work within 26 weeks, they 
may then apply for public relief, subject to a “needs” test. Relief funds, two- 
thirds of which are to be provided by the states and one-third by the federal 
government, are to be administered through state and local boards under the 
general supervision of a National Public Relief Administration. Public relief, 
employment insurance, training centers, and public works, each governed by a 
federal board of five members, are all to be under a “super” federal board to 
be known as the ‘Federal Relief Supervisory Council.” These suggested lines 
of future, consolidated control ate the most original and valuable sections of 
the book. 

EpIsoN L. BOWERS 


GRANT, L. T. The taxpayer and the war veteran: a brief history of American 
pension legislation for the last three hundred years, and other facts, with the 
veterans’ side of the question. (San Francisco: Author. 1934. Pp. 139.) 

HUEBNER, S. S. Opportunities of the life underwriter in the light of recent events, 
with dl as emphasis upon partnership and close corporation insurance. 
(Springfield: Author, c/o Mass. Mutual Life Insur. Co. 1934. Pp. 37.) 

LINDHOLM, M. S. National old age retirement plan as a means to economic 
recovery. (Spokane: Author, Empire State Bldg. 1934. PP 6.) 

MorTIMER, W. M. Inland marine.insurance: principles ana practices of transit 
insurance and other inland marine coverages. (New York: Transportation 
Servic Co., 45 John St. 1934. Pp. 467. $7.50.) 

Murray, M. G., and others. Program of unemployment insurance and relief for 
A United States. (Minneapolis: Univ. of Minnesota Press. 1934. Pp. 201. 

2.50.) 
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OCHSNER, E. H. Social insurance and economic security. (Boston: Bruce 
Humphries. 1934. Pp. 307. $2.50.) 
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Lastly, there may be some interest in the quality of the economic exposition. 
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demand, so far as gold is concerned, it is printed in the statute books.” 
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Industries and Commerce 


In the Trade Information Series of the Department of Commerce has E 
Bulletin No. 820, Manufacturing Developments in Argentina, by George Wythe 
(pp. 26, 5c.). ; 

k e Trade Promotion Series continues with No. 154, Preparing Shipments to 
British Countries: Documentary Requirements and Customs Regulations, by 
Roberta P. Wakefield (pp. 219, 20c.); No. 156, Foreign Trade of the United 
States, Calendar Year 1933, by Grace A. Witherow (pp. 143). 

The United States Tariff Commission Report No. 83, second series, treats of 
Laces and Lace Articles (pp. 342, 30c.). 

The Report of the Executive Secretary of the Executive Council to the President 
provides a summary of the several new bureaus which have been established under 
the New Deal policy. 


Labor 


The federal Bureau of Labor Statistics has issued the following bulletins: 

No. 600, Union Scales of Wages and Hours of Labor, May 15, 1933 (pp. 139, 
15c.). 

No. 601, Wages and Hours of Labor in Bituminous-Coal Mining: 1933 (pp. 
67, 10c.). 

No. 602, Discussions of Industrial Accidents and Diseases at the 1933 Meeting 
of the International Association of Industrial Accident Boards and Commissions, 
held at Chicago (pp. 216, 20c.). ) ' 


Banking 

The Report of the Committee on Banking and Currency pursuant to Senate 
Resolution 84 has been published under the title, Stock Exchange Practices, Senate 
Report No. 1455, 73rd Congress, 2nd Session (Washington, 1934, pp. 394). This 
covers securities exchange practices, investment banking practices, commercial 
banking practices, group banking in Michigan and commercial banking in Ohio, 
income-tax avoidances, investment trusts and holding companies and concentra- 
tion of control of wealth. 


Public Finance 


André Bernard of the Library of Congress has prepared for the Joint Commit- 
tee on Internal Revenue Taxation a compendium on the Income Tax in Canada 
and Other Dominion and Provincial Taxes (Washington, 1934, pp. 126, 15c.). 
This is the second in a series on foreign taxation, the first relating to Great Britain 
having been Poa as House Document No. 332, 70th Congress, 1st Session. 

It is noted that the Canadian income tax has much greater similarity to our 
federal income tax than to the British income tax in respect to the burden on the 
individual ayer. The tax burden on corporations 1s practically the same in 
Canada as in the United States. The document covers customs dutie$, sales taxes 
and special taxes. 


NOTES 


The Nominating Committee of the AMERICAN ECONOMIC ASSOCIATION has 
been Po for the year as follows: Edwin F. Gay, Harvard University, chair- 
man; Harry D. Gideonse, University of Chicago; G. D. Hancock, Washington 
and Lee University; Eliot Jones, Stanford University; Roswell C. McCrea, Co- 
lumbia University; Edwin G. Nourse, Brookings Institution. Members are invited 
to send to the chairman of the committee the names of persons whom they would 
like to have considered for each of the elective offices: namely, president, first vice- 
president, second vice-president and two members of the Executive Committee. 

Professors Clarence E. Ayres of the University of Texas and Morris A. Cope- 
land of the University of Michigan have been appointed editors of the Review 
to succeed Professors Frederick A. Bradford and Paul T. Homan, whose terms 


expired. 
The following names have been added to the membership of the AMERICAN 
ECONOMIC ASSOCIATION since November 1: 


Abramson, A. V., Brookings Institution, 744 Jackson Pl., Washington, D.C. 
Adamson, R. K., 347 W. Dayton St., Madison, Wis. 

Alderfer, E. B.,“Logan Hall, Univ. of Pennsylvania, Philadelphia, Pa. 
Altschul, E., School of Business Administration, Univ. of Minnesota, Minneapolis, Minn. 
Andrews, J. C., Dept. of Econ., Armstrong Cole Berkeley, Calif. 
Andrews, M. K., 404 Durley Ave., Greenville, ILI. 

Armstrong, F. A., 1634 Eye St, N.W., Washington, D.C. 

Atkins, C. W., 769 Paul Brown Bldg., St. Louis, Mo. 

Atwood, A. H. R., 205 W. Wacker Br, Chicago, Il. 

Barnard, C. I., 540 Broad St., Newark, N.J. 

von erath, H., 28 School St., Brunswick, Me. 

Beneke, H. H., Miami University, Oxford, Ohio. 

Blalock, H. W., Univ. of Arkansas, Fayetteville, Ark. 

Bloomfield, D., 80 Federal St., Boston, Mass. 

Bray, C. P., First National Bank Bldg., Oshkosh, Wis. 

Briggs, R. p Kemper Military School, Boonville, Mo. 

Brown, P. H., 109 Commerce Bldg., Urbana, Ill. 

Bruere, H., Bowery Savings Bank, 110 E. 42nd St., New York City. 
Bryce, R. B., St. Johns College, Cambridge, England. 

Buchanan, F., Kessler Bldg., Apt. 2, McKeesport, Pa. 

Buckley, L. F., 718 Corby Blvd., South Bend, Ind. 

Burn, B., 292 Madison Ave., New York City. 

Bursiek, R. C., Commerce Dept., Univ. of Cincinnati, Cincinnati, Ohio. 
Calhoun, W. P., Univ. of Cincinnati, Cincinnati, Ohio. 

Candler, W., Atlanta Biltmore, Atlanta, Ga. 

Canning, A. P., 3301 Lawrence Ave., Chicago, IN. 

Chancellor, W. E., College of Liberal , Xavier Univ., Cincinnati, Ohio. 
Clayton, W. L., Anderson, Clayton and Co., Houston, Tex. 

Colm, G., Independence Ave. and Keppock St., Spuyten Duyvel, New York City. 
Cranch, R. G., Bryn Athyn, Pa. 

Cusack, L. A., Creighton raat Omaha, Neb. 

Dewhurst, J. F., 27 Amherst Rd., Port Washington, N.Y. 

Director, A., Faculty Exchange, Univ. of ‘Chicago, Chicago, III. 
Dockeray, J. C., 200 W. Kenwood Rd., Columbus, Ohio. 

Dunham, R. J., 310 S. Michigan Ave., Chicago, Ill. 

Dutton, H. P., 2242 Pioneer Rd., Evanston, Hl. 

Estrada, V. E., P.O. Box 161, Guayaquil, Ecuador, S.A. 

Fairchild, M., 219 Roberts Rd., Bryn Mawr, Pa. 

Falck, E., Tengessee Valley Authority, Chattanooga, Tenn. 

Field, F. V., 129 E. 52nd St., New York City. 

Foster, J. R., 128 Montague St., Brooklyn, N.Y. 

Fox, B., L-22 Kirkland House, Cambridge, Mass. 

Frey, H. A., Univ. of Toledo, Toledo, Ohio. 

Galloway, L. J., 45 Fourth St., Hicksville, N.Y. 
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Gilbert, D. W., Dept. of Econ., Univ. of Rochester, Rochester, N.Y. 
Glasser, C. T., 1504 Carroll St., Brooklyn, N.Y. 
Hacker, L. M., 449 W. 123rd St, New York City. 
Haines, E:S., Institute of Cottonseed Oil Foods, Norris Bldg., Atlanta, Ga. 
Hansen, A. S., Board of Trade Bldg., Chicago, Ul. 
Harris, A. L., “Howard University, Washington, D.C. 
Haw, D. A., 11974 Wisconsin Ave., Detroit, Mich. 
Heilperin, M. A., c/o Rockefeller Foundation, 49 W. 49th St, New York City. 
Henig, H., Univ. of Cincinnati, Cincinnati, Ohio. 
Heys, R. Y., 7500 Maryland Ave., St. Louis, Mo. 
Hjlemstad, J. H., 719 S. First St., Moorhead, Mina. 
Holmes, R. S., 81 S. Professor St., Oberlin, Ohio. 
Hovde, H. T Whartod School, Univ. of Pennsylvania, Philadelphia, Pa. 
Hutchins, J. G. B., 16 Stearns Rd., Watertown, Mass. 
Ironside, C, E., 423 W. 120 St., New York City. 
Irwin, W. A., Washburn College, Topeka, Kan. 
James, P.C “Logan Hall, University of Pennsylvania, Philadelphia, Pa. 
Jucius, M. J., 1632 Massachusetts St., Lawrence, Kan. 
Kelso, H., Jirector of Research, Socialist Party, 549 Randolph St., Chicago, Il. 
Kennedy, I. B., Clinton, S.C. 
K R. P., 208 Thompson St., Latrobe, Pa. 
E. E., 503 Indiana Ave., Urbana, IlL 

o R. E., 42 W. 85th St., New York City. 
Lanks, H. C., 320 Greenwood Ave. , Jenkintown, Pa. 
Lay, C. F., School of Business Administration, Univ. of Texas, Austin, Tex. 
Lee, J. F., Lewis Institute, Chicago, I. 
Lewis, M. S., International Finance Section, Princeton University, Princeton, N.J.. 
Longman, D. R., 40 Main St., Potsdam, N.Y. 
Lutkin, H. C., 2406 Pioneer Rd., Evanston, Ill. 
McCahan, D., 607 Strath Haven Ave., Swarthmore, Pa. 
McDaniel, J. M., Jr., Norwich, Vt. 
McNatt, E. B., Alfred University, Alfred, N.Y. 
Macon, H. L., 910 E. 57th St., Chicago, I. 
Macy, C. W., Coe College, Cedar Rapids, Iowa. 
Marsh, B. C., Peoples’ Lobby, 113 First St., N.E., Washington, D.C. 
May, À. B. , Lamoni, Iowa. 
May, E., Goucher College, Baltimore, Md. 
Moore, W. H., 611614 Kimbark Ave., Chicago, III. 
Morris, V. P., College of Social Science, Univ. of Oregon, Eugene, Ore. 
Mueller, F. W., » Ji» School of Commerce, De Paul en 64 E. Lake St., Chicago, III. 
Myers, S. W., Jackson Junior College, Jackson, Mich 
Netherland, W., 7311 Westmoreland, St. Louis, Mo. 
Noffsinger, H. G. , J£., Virginia Intermont College, Bristol, Va. 
Palmer, W. B., 200 N. State St., Ann Arbor, Mich 
Palmer, W.S. Jen 201 State St, Reno, Nev. 
Peterson, F., Apt. 803, 1900 H St., N.W., Washin ngton, D 
Phelps, V. L, Univ. of Pennsylvania, Wharton S hool, Philadelphia, Pa. 
Pinto, R. W., Economics Division, U. S. Tarif Commission, Washington, D.C. 
Pollock, F., International Institute of Social Research, 429 W. 117th St, New York City. 
Prentice, J. S., Middlebury College, Middlebury, Vt. 
Rae, J., c/o Duquesne Club, 6th Ave., Pittsburgh, Pa. 
Rose, f. R., Central Y.M. C.A., Harrisburg, Pa. 

Dept. of Economics, Ohio State University, Columbus, Ohio. 

Sehid, E. P., Univ. of Minnesot Minneapolis, Minn. 
Schnur, a Ta "141 Park Ave., Glencoe, III. 
Schoenfeldt, B. M., mie of Economics, Columbia University, New York City. 
Schwarztrauber, E. E., 416 E. College Ave. , Waukesha, Wis. 
Segal, M. J., 1000 W. California Ave., Urbana, Ill. 
Smith, L., 212 Park St., Bluefield, W.Va. 
Stevenson, RG; Univ. of Idaho, S. Branch, Pocatello, Idaho. y 
Stowell, C. J., 810 Belleville St., Lebanon, IlI 
Strayer, P. J., 417 W. 246th St., New York ¢ City. 
Sutherland, W. R. , Dept. of Economics, Univ. of iiom; Berkeley, Calif. i 
Sweezy, P. M, 987 Memorial Dr., Cam Cambridge, Mass 
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Taft, R. L., Gray Farm, Salem St., Andover, Mass. 

Tamburelle, F. J., 500 Riverside Dr., New York City. : 

Taylor, G. W., University of Pennsylvania, 3440 Walnut St., Philadelphia, Pa. 

Turner, A. P. L., Jr., Perkins 52, Cambridge, Mass. 

Vinogradoff, E. D., 1028 Laclair St., Pittsburgh, P 

Vraz, V.E., Univ. of Nebraska, Lincoln, Neb. 

Wasserman, M. J., Senior Agricultural Economist, Consumers’ Counsel, Dept. of Agricul- 
ture, Washington, D.C. 

Weaver, R. A., Whitworth College Library, Spokane, Wash. 

Wheeler, B. O., Dept. of Economics, Univ. of California, Berkeley, Calif. 

Whitman, R. H., Office of the Controller, R. H. Macy and Co., New York City. 

Williams, C. W., Univ. of Louisville, Louisville, Ky. ; 

Willt, V., 103 Commerce Bldg., Ohio State University, Columbus, Ohio. 

Willmes, H. J., 17190 Santa Barbara Dr., Detroit, Mich. 

Wood, L. A., Dept. of Economics, Univ. of Oregon, Eugene, Ore. 

Wulff, F., 450 Russ Bldg., San Francisco, Calif. 


The office of the American Statistical Association has been transferred to 722 
Woodward Building, 15th and H Streets, Washington. The secretaryship and 
editorship have been combined in one full time position. A grant from the Rocke- 
feller Foundation has made possible this change and expansion of activities. The 
new secretary-treasurer and editor is Frederick F. Stephan; and the new review 
editor is Ralph J. Watkins of the University of Pittsburgh. 


Addresses given at the meeting of the American Statistical Association held in 
New York City on September 26, 1934, are published in full in the Annalist of 
October 5, 1934. They dealt with the subject of “Public Utility Policy in the New 
Deal.” 


The Association of American Railroads has created a research advisory board of 
which the members are: President Karl T. Compton of the Massachusetts Institute 
of Technology; President Harold G. Moulton of the Brookings Institution; and 
Dean A. A. Potter of Purdue University. | 


A second branch of the Institute for Advanced Study at Princeton University 
has recently been established, to be called the School of Economics and Politics. 
Three members of the faculty of this new branch have been appointed as follows: 
Winfield W. Riefler, Edward M. Earle and David Mitrany. It 1s expected that the 
faculty of this School will undertake a reéxamination of economic and political 
cea In general, it will follow the lines laid down by the School of Mathematics. 
No degrees will be conferred, but in the course of time the facilities will be 
enlarged, visiting professors will probably be summoned, and qualified scholars 
will be given an opportunity to study at the School. 


Stanford University will appoint consulting professors in the Graduate School 
of Business as a means of recruiting for the School the experience of business 
leaders on the Pacific Coast. Outstanding staff executives, treasurers, comptrollers, 
sales and production managers, personnel managers, etc., will be invited to 
become associate consulting professors. 


The Joint Committee on Materials for Research of the American Council of 
Learned Societies and the Social Science Research Council announces the publica- 
tion of Hegrings on the Marketing Agreements, Codes, Licenses and Processing 
Tax Matters of the Agricultural Adjustment Administration in the form of 58 
film volumes. The A.A.A. materials comprise 136,000 documents. Film copying 
was considered the only feasible method of reproduction. With the assistance of a 
Guide to the A.A.A. films, which will be furnished with each film set, the materials 
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can be handled more easily in film form than in their original form. The Joint 
Committee will furnish film copies at cost on a sliding scale basis. Each subscrip- 
tion will include a fixed charge of 2th cents per foot for the positive film copy, 
plus a charge designed to amortize the incurred in making the original 
master negative. Further particulars may be procured from T. R. FE 
Executive Secretary, Joint Committee, Western Reserve University, Cleveland, 
Ohio. 


The Mid-West Business Education Conference will meet at the University of 
Denver School of Commerce, June 28-29. The general theme suggested for the 
conference is “Social and Economic Readjustments and Their Implications for 
Business Education.” Fuller information may be obtained from Ernest A. Zelliot, 
University of Denver School of Commerce. 


The Twelfth International Congress of Sociology will be held under the auspices 
of the International Institute of Sociology of Geneva in connection with the Uni- 
versal Exposition at Brussels, August 25-30. The secretary of the Congress is Pro- 
fessor G. L. Duprat of the University of Geneva. Professor Charles A. Ellwood of 
the department of sociology at Duke University is the president of the Interna- 
tional Institute for next year, and will preside at the Congress. 


Plans are under way for the establishment of a new periodical entitled Journal 
of Social Philosophy: A Quarterly Devoted to a Philosophic Synthesis of the Social 
Sciences. The support of scholars is invited; and those interested should write to 
the secretary of the editorial board, Moses J. Aronson, College of the City of 
New York, St. Nicholas Terrace, New York City. 


The first issue of a new journal, entitled The Canadian Journal of Economics 
and Political Science, published by the Canadian Political Science Association, 
has appeared under date of February, 1935. This is a quarterly, priced at $3.00 
per year, with business headquarters at 273 Bloor Street, West, Toronto. 


Professor Frank G. Dickinson of the University of Illinois will pr a 
study of The After-Price of the World War to the U.S.A., for the Division of 
Economics and History of the Carnegie Endowment for International Peace. A 
preliminary statement of this study appeared in the September, 1934, issue of 
the Annals of the American Academy of Political and Social Science. 

Professor Dickinson has completed his work of codifying the insurance statutes 
of Illinois, in coöperation with Professor George W. Goble. They have recently 
been requested by Governor Park of Missouri to advise him concerning the pro- 

sed new insurance code which has been introduced as a bill to the Missouri 
epislature. In this task they will be joined by Professor J. M. Klamon of the 
School of Business of Washington University. 


The Federal Home Loan Bank Board has begun the publication of the Federal 
Home Loan Bank Review (Washington, 10c. per single copy, $1.00 per year). 


The Agricultural Adjustment Administration of the federal Department of 
Agriculture has begun the publication of Land Policy Review, presenting current | 
information concerning national, state and local land research planning and 
policy. The first issue, in mimeographed form, gree in February. This is 
printed under the direction of L. C. Gray, chief of the Land Policy Section of 
the Division of Program Planning. 
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The trustees of the Twentieth Century Fund, Inc. (330 West 42nd St., New 
York City) announce that the large amount of factual data which appeared in 
Stock Market Control, published in February, 1934, is available for publication 
provided that sufficient interest is shown in the purchase of the volume which 
may be printed. The edition, to be priced at $5.00 a copy, is under consideration. 
Persons interested should communicate with Mr. Evans Clark, Director Twentieth 
Century Fund at the above address. 


An Index to the Economic Journal of the Royal Economic Society, for volumes 
XXXI-XL, 1921-1930, inclusive, has recently been published by Macmillan and 
Company of London (pp. 74). 


A new Italian journal has ere entitled Genys, an organ of the Italian 
Committee for the Study of Population Problems (Via delle Terme di Diocleziano, 
10, Rome). 


Brookings Institution: Dr. Maurice Leven, formerly of the Brookings Institu- 
tion staff, has accepted a temporary appointment with the Tennessee Valley 
Authority. 

Dr. Joseph S, Davis, on sabbatical leave from the Food Research Institute, spent 
the period from September to January at the Brookings Institution on the ‘‘Con- 
current Study of the AAA.” 

Dr. Arnold Bennett Hall, director of the Institute for Government Research of 
the Brookings Institution, is in charge of a preliminary administrative survey of 
the state of Oklahoma. The subjects to be covered are education, revenue, welfare, 
and financial administration, 

Dr. L. F. Schmeckebier of the Institute for Government Research of the Brook- 
ings Institution is assisting the Liquor Study Committee of New York. His work 
has to do with the administrative features of alcohol control. 


Appointments and Resignations 


Willard E. Atkins, chairman of the department of economics at Washington 
cquare College, New York University, has returned to his duties for the second 
semester, after completing his task as a member of the Special Fur Commission 
in the Research and Planning Division of the NRA. 


C. Canby Balderston of the industry department of the University of Pennsyl- 
vania has made a job classification and study of the organization of the State 
Emergency Relief Board at Harrisburg. His book entitled Executive Guidance in 
Industrial Relations will appear in the near future. 


Lawrence Bloomberg of Johns Hopkins University has joined the staff of the 
Federal Housing Administration. 


Daniel Borth, Jr., of the University of Illinois has been appointed assistant pro- 
fessor of economics at West Virginia University. 


Paul F. Brissenden of Columbia University has been serving as labor member 
of the Commission for the Coat and Suit Industry. He was also appointed chair- 
man of the Special NRA Commission for the Cap and Cloth Hat Industry, and 
is serving & government member upon several code authorities. 


Mortis G. Caldwell has been appointed professor of sociology at Westminster 
College, Fulton, Missouri. 
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Denzel C. Cline is conducting the course in public finance at Princeton Univer- 
sity during the absence of Professor Lutz. 


E. G, Collado of Harvard University is research assistant to the chief of the 
foreign trade section of the Division of Research and Statistics of the Treasury 
Department. 


Clem W. Collins, assistant dean and head of the aoe department of the 
School of Commerce, University of Denver, was recently elected vice-president 
of the American Association of University lostructors in Accounting. 


Lauchlin B. Currie, formerly of Harvard University, has been appointed as- 
sistant director of research in the Division of Research and Statistics of the Federal 
Reserve Board. 


Aaron Director, instructor in economics at the University of Chicago, has re- 
signed to accept a research appointment in the Treasury Department at Washing- 
ton. 


Corwin D. Edwards, associate professor of economics at Washington Square 
College, New York University, has been granted leave of absence for the second 
semester of the current academic year to continue work with the NRA. 


Frank A. Fetter of Princeton University is visiting professor of economics at 
the University of Illinois for the current academic year, where he is giving courses 
in economic theory. During the summer he will teach at Northwestern University. 


M. J. Fields of Harvard University carried on the class work of Professor Max- 
well at Clark University during the latter's absence. 


A. M. Fox, who has been with the United States Tariff Commission in Wash- . 
ington for eleven years, ten years as chief of its economics division, has been 
promoted to the newly created position of director of research. 


Meredith B. Givens has been granted six months of leave from the staff of 
the Social Science Research Council in order to act as director of the Industrial 
Studies in the Division of Research and Planning of the National Recovery Ad- 
ministration. Mr. Givens continues to act as executive secretary of the Committee 
on Government Statistics and Information Services, and serves as its representa- 
tive on the Central Statistical Board, 


William Haber of the department of economics at Michigan State College, has 
been on a part-time leave to act as state emergency relief administrator for Michi- 
gan. 

Luther A. Harr of the finance department of the University of Pennsylvania 


has been appointed secretary of banking in the cabinet of the governor of Penn- 
sylvania. ' | 


' J. Edward Hedges of Johns Hopkins University has accepted a position as cost 
consultant with the Consumers’ Advisory Board of the NRA. 


Henry G. Hilken, Il, is instructor in economics at Princeton University. 


W. R. Hockenberry is acting director of the graduate course in business ad- 
ministration of the Wharton School, succeeding the late Harry T. Collings. 
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Jacob H. Hollander of Johns Hopkins University has been appointed by the 
governor to the Maryland Committee on Old Age Security. 


Solomon S. Huebner of the University of Pennsylvania has been appointed in- 
surance adviser to the Bureau of Shipping of the federal Department of Com- 
merce, 


George B. Hurff, Jr., has been added to the staff of the economics department 
of the University of Pennsylvania for the present academic year. 


Emory R. Johnson, former dean of the Wharton School, has been appointed 
emeritus professor of transportation and commerce and chairman of the trans- 
portation department. 


E. B. Logan of the political science department of the University of Pennsyl- 
vania has just issued a report entitled Taxation of Real Property in Pennsyl- 
vania, He has been serving as budget secretary for the State of Pennsylvania. 


Harley L. Lutz has a leave of absence from Princeton University for the second 
term of the current year and is teaching in the University of Hawaii. 


Fritz Machlup, formerly of Vienna, has been appointed lecturer on economics 
at Harvard University for the second half-year, 


Charles F. Marsh of the College of William and Mary has been granted a 
semester's leave of absence to accept a position as an assistant deputy inistra- 
tor in the Textile Division of the National Recovery Administration. 


James A. Maxwell, associate professor of economics at Clark University, has 
been given leave of absence during the winter to assist in the aor erga of the 
case of the Canadian federal government to be presented before the Royal Com- 
mission on Financial Arrangements between the Dominion and the Maritime 
Provinces. | 


Broadus Mitchell of te Hopkins Untversity has been appointed by the 
governor to the Maryland Committee on Unemployment Insurance. 


Paul H. Nystrom of Columbia University is on sabbatical leave of absence from 
the School of Business and is serving as assistant chairman and member of the 
National Retail Code Authority in Washington and as president of the Limited 
Price Variety Stores Association. 


Gustav Peck has resigned his position as executive director of the Labor Board 
of the NRA and has been appointed assistant to the administrative officer of the 
NRA on labor problems. 


Vernon L. Phelps is instructor in merchandising at the Wharton School. 


Hayes A. Richardson of Johns Hopkins University has joined the staff of the 
Agricultural Adjustment Administration. 


Clyde O. Ruggles of the Harvard Graduate School of Business Administration 
will be visiting professor at the University of Southern California summer session 
in 1935. ° 


Joseph A. Schumpeter of Harvard University gave a series of lectures during 
January at the University of Cincinnati. 
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Asthur A. Smith, formerly of the faculty of Southwestern College, is now 
assistant professor of economics at DePauw University. i 


C. Aubrey Smith, associate professor of accounting at the University of Texas, 
has been granted a leave of absence to accept a position as senior accounting 
analyst in the examination division of the Federal Securities and Exchange Com- 
mission. 

Richard S. Spangler is serving as instructor in the department of economics and 
finance at the University of Missouri during the absence of Professor Bauder. 


Stephen B. Sweeney of the insurance department of the Wharton School has 
just released a report entitled Ostine of Needed Changes in the Pennsylvania 
Workmen's Compensation System and Supporting Information including the Law 
as Amended to December, 1934. He has been workmen’s compensation executive 
assistant and director of the Bureau of Workmen’s Compensation for the Com- 
monwealth of Pennsylvania. 


Fladger Tannery has been appointed to an instructorship in the School of Busi- 
ness Aden istration at the University of Texas. 


. F. W, Taussig of Harvard University has been granted leave of absence for the 
second semester of the current year. 


Jacob Viner of the University of Chicago has resigned his appointment as 
assistant to the Secretary of the Treasury and has resumed his duties at Chicago. 
Owing to his absence from the University during the autumn quarter, he will 
this year give instruction during the summer quarter. 


Carl J. Whelan has resigned his position as instructor in economics at Princeton 
University to accept an appointment with the United States Tariff Commission. 


J. H. Willits, dean of the Wharton School, has been elected president of the 
National Bureau of Economic Research. He is also chairman of the Adviso 
Committee of the Study of Population Redistribution, of which Dr. Carter Good- 
rich is director, The Study is under the auspices of the Industrial Research Depart- 
ment of the Wharton School but is being conducted in Washington. 


Erich W. Zimmermann, formerly professor of economics at the University of 
North Carolina, has been appointed Kenan professor of economics at the same 
institution. 
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DOES AN INCREASE IN VOLUME OF PRODUCTION CALL 
FOR A CORRESPONDING INCREASE IN 
VOLUME OF MONEY? 


The belief that, in order to make the gold standard work satisfactorily in the modern 
world, an annual increase of 3 per cent in the world’s gold supply is necessary, is merely 
one application of the more fundamental thesis that, as production increases, a corre- 
sponding increase in the supply of money is necessary, if chronic depression and unem- 
ployment are to be avoided. This thesis rests on the erroneous belief that increased pro- 
duction inevitably means a proportionately increased demand for money. But in the most 
important sense of the word, demand for money is not increased by increased production, 
so far as it takes the form of increased production per head. The demand for money 
to hold will then remain the same if the price of commodities which are more efficiently 
produced is allowed to fall in sympathy with the reduction in their costs of production; and 
it is desirable to increase the supply of money only to the extent to which the number of 
individuals demanding money to hold is increased by the growth of population. This con- 
clusion requires modification only to the extent to which increases in real income may 
increase the relative importance of those sections of the population whose demand for 
money is comparatively high. But the practical effect of this modification will seldom 
be great; and the increase in the supply of money which it will render desirable will be 
much less than in proportion to the increase in production. If prices are not allowed to 
fall in proportion to improvements in the efficiency of production, misleading indications 
will be given to producers as to the directions in which it is desirable to retard or ac- 
celerate the flow of capital; and the errors thus encouraged are likely to cause dislocation 
throughout the whole economic structure. 


In popular discussions of currency policy today, the view has been 
accepted as axiomatic by many whose opinions on other subjects are 
widely divergent, that if chronic depression is to be avoided, we must 
somehow ensure that as the volume of production increases the supply of 
money shall be increased at the same rate. Unless the supply of money 
increases in this way, it is argued that expanding production will be damped 
down by the impact of falling prices, and business is likely to become de- 
pressed. The series of quotations which follows is merely a small selec- 
tion which illustrates the width of the circle which accepts this view: 


R. McKenna, Monetary Policy (Broadcast National Lectures), p. 11: 


In a community like ours, with a steadily growing population and productive 
power, unless there is a correspondin g growth in the supply of money, we can- 
not avoid deflation with its inevitable accompaniments of trade losses and un- 
employment. 
Lionel D. Edie, Vice-President, American Capital Cor poration, formerly professor 
of finance, University of Chicago, The Banks and Prosperity, p. 117: 
Central banks should aim at so regulating the reserves o the banking system 
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that the outstanding credit built upon those reserves will expand at the same rate | 


as the long-term growth of production. 

Sir H. Strakosch, Dec., 1929, International Gold Problem, p. 11: 

The world ts making steady economic progress and this progress calls for a 
corresponding augmentation of monetary gold stocks if prices are to be main- 
tained stable. 

J. Kitchin, Economist, Jan. 21, 1933: 

To support a given level of prices in a gold standard world, gold reserves should 
increase at a rate approaching that of the world’s economic development. 

Sir W. C. Dampier, The Economic Outlook, Lloyds Bank Monthly Review, Sept., 

1933, p. 368: 

We must arrange that currency and credit, on whatever they be based, shall ex- 
pand decade after decade, if industry grows, for increasing industry needs more 
and more money oe its operations. 

D. B. Copland, Australasian Insurance and Banking Record, Sept., 1928, p. 751: 
If gold is not available in sufficient quantities to meet the increased demand 
arising from expanding trade, prices must fall, unless some successful effort is 
made to contro] the reserves of gold in the interests of price stability. 

Canterbury (New Zealand) Chamber of Commerce Bulletin No. 103, Aug., 1933, 

Gold and the Crisis: 

The re-adoption of gold as the basis of currency and credit assumes that sufhi- 
cient new gold will be available each year to enable the money supply to keep 
pace with expanding trade and industry, or that an insufficiency if new gold 
can be met by measures of “economising”’ gold. 


It is natural that those who take this view should attempt some esti- . 


mate of the probable rate of economic progress, and, what according to 
their theory is the same thing, of the rate at which it is therefore necessary 
that the supply of money be increased. In this connection much attention 
has been paid to Professor Cassel’s well known theory that, in order to 
maintain price-level stability in a world which wishes to preserve the gold 
standard, an average annual increase of 3 per cent in the world’s stock 
of gold is necessary. Professor Cassel’s theory has indeed encountered 
much criticism in detail, and these technical criticisms are not unimpor- 
tant; but it is significant that even of his critics! many have not expressed 
serious dissent from the more general hypothesis which underlies his 
conclusion, the hypothesis that “the gold standard must be said to be a 
satisfactory standard only on the condition that the world is able to increase 
indefinitely its annual production of gold at the same rate as characterises 
the world’s general economic progress.” 

Before making up our minds about the arithmetic of Cassel’s calcula- 
tions, it is clearly more important to determine whether its theoretical 
foundation is secure, whether it is desirable that, under gold-standard 
conditions, the world’s annual production of gold should increase at the 


i 


1E.g, E. W. Kemmerer, American “Economic Review, Supplement, Marth, 1928, pp. 
67-70. E 

* Fundamental Thoughts in Economics, p. 146. Cf. “Present-Day Gold Standard Prob- 
lems,” Skandinaviska Kreditaktiebolaget, Oct., 1933. l 
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” same rate as general economic progress, or more generally, and indepen- 
dently of the limitations of any particular monetary standard, that expand- 
ing industry demands proportionate increases of money to finance its 
operations. Certainly there is no other commodity whose supply should 
increase in exact proportion to increases in general productivity. For in- 
creases in general productivity are impossible without constant shifts in 
the relative importance of different products. As we become wealthier we 
do not spend the additions to our income in precisely the same proportions 
as we spent the income which we received when we were poor. Is gold an 
exception to this general rule? Are we justified in assuming that general 
economic development demands a proportionate increase of gold; or more 
generally a proportionate increase in the supply of money? 

Now that the status of gold as an international standard is again being 
seriously questioned, a discussion of the rate at which it is desirable to 
increase the supply of gold under gold standard conditions may seem 
somewhat academic. This is, however, far from being the case. The belief 
that variations in the supply of gold are important under gold standard 
conditions depends upon the further belief that, in the absence of radical 
changes in banking practice, variations in the volume of the means of pay- 
ment in general will be associated more or less closely with variations in 
the supply of gold. It is the volume of means of payment in general which 
is believed to be important; and variations in the supply of gold attract 
attention from that point of view alone, Cassel’s argument is naturally 
most easily discussed in terms of the influences affecting the supply of 
gold and the demand for it: but similar influences affecting the means of 
payment in general are operative when the gold standard is suspended; and 
it is precisely because the technical difficulties, in the way of expanding the 
volume of money to keep pace with the volume of production, appear to be 
much diminished when the gold standard is inoperative that it is of such ` 
practical importance now to determine whether an increase in productive - 
capacity does in fact necessitate a parallel increase in the supply of money. 

The search for an answer to this question also involves a reference to 
the ambiguities of the concept of “demand” for money and will further 
suggest an interpretation of the meaning. of price stability, which though 
now well known is strengthened if it is shown to emerge as a result of 
criticism from another angle. | 

When we are discussing the rate at which the supply of money should 
be increased to keep pace with the growth of production, we are in fact 
discussing the question, about which a lively debate has been carried on 
in recent years, of the kind of general price-level movement which the 
controllers of credit policy should endeavor to maintain. If, as will be 
argued later, it is agreed that in order to maintain stability in the economic 
structure we should aim not at stability of the wholesale or any other of 
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the ordinary price-index numbers, but instead at a price level which falls 
“pari passu with the increase of productivity per head,”* then it further 
follows that we should not aim at expansion of the supply of money “at 
the same rate as the long-term growth of production.” If we eliminate the 
. effects of changes in central bank reserve policy and of changes in business 
habits which affect the customary methods of payment, general economic 
development renders an increase in the supply of money desirable only if at 
the same time population is increasing or if, when the average level of real 
income rises, the recipients of higher incomes find it convenient to in- 
crease their average holdings of money. Apart from increases in popula- 
tion and from changes in the desire of individuals to hold money, eco- 
nomic development which takes the form of increased production per 
head—and that is the only form of economic development which is worth 
having—does not require any increase in money supply. 

The starting point of Cassel’s argument is the fact that price levels, as 
measured by Sauerbeck’s index number, were the same in 1850 and 1910.* 
During this period of sixty years the world’s stock of gold increased on 
the average (making allowance for wastage) at the rate of 3 per cent per 
annum. It is then assumed that because the price levels in 1850 and 1910 
were the same, “the rate of economic progress of countries of European 
civilization”” must have increased on the average at the same rate as the 
stock of gold, and further that, assuming the continuance of the same rate 
of economic progress in the future, a continued annual increase of 3 per cent 
in the supply of gold is necessary for price stability. Because of the obvious 
difficulties of ensuring such continuous expansion of gold production, it 
is desirable, if the gold standard is to be maintained, that economies should 
be practised in the use of gold for central bank reserves, etc. 

A criticism of this analysis from the statistical side will at the same time 
reveal certain theoretical weaknesses. There is little to object to in the 
treatment of the supply of gold. Cassel’s treatment of demand is, however, 
unsatisfactory and confused.® It is now well known that the concept of 
demand for money can be interpreted in at least two ways. On the one 
hand the demand for money used to be thought of as meaning “the quantity 
of commodities of all sorts which, being put on sale, are offered for 
money.’’? On this view, if the volume of goods offered for sale increases, 
the demand for money increases correspondingly; and it seems to follow 
that, in the absence of a corresponding increase in the supply of money, 
the value of money will rise and prices will fall. There are many ambiguities 

"D. H. Robertson, International Gold Problem, p. 21. 

* Theory of Social Economy, vol. ii, pp. 441-54, new ed., pp. 467-78. 

* Interim Report of the Gold Delegation of the Financial Committee, 1930, p. 74. 

"Theory of Social Economy, vol. ii, pp. 467-73, new ed., pp. 489-94. 


"Taussig, Principles, i, p. 233, n. 2; ef. J. S. Mill, Principles, p. 490. “The demand 
for money consists of all the goods offered for sale.” 
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and confusions latent in this interpretation, the details of which are un- 
necessary here. It would be too optimistic to accept Cannan’s conclusion 
that this theory “has now been entirely scrapped.’’* But there is no doubt 
that a much more useful interpretation of demand for money is that used 
with variations by Marshall, Cannan, Pigou, Keynes and others, and as- 
sociated with the idea that the desires of individuals and organizations to 
hold stocks of money vary from time to time. As Cannan puts it® “the 
demand which is important is the demand for currency, not to pay away 
again immediately, but to hold. Just as you are a less important demander 
of houses if you occupy a £1,000 house than if you occupy a £2,000 house, 
so you are a less important demander of currency if you keep on the aver- 
age £5 in your pocket than if you keep £10”; while according to Marshall,*° 
“In every state of society there is some fraction of their income which 
people find it worth while to keep in,the form of currency.” ™ Their de- 
mand for currency is identical with this fraction. 

An adequate analysis of the demand for money interpreted from this 
point of view also requires more exhaustive treatment than is possible here. 
For our purposes it is sufficient to point out that the demand arises mainly 
from two sources: first, from private individuals and other business units 
who find it convenient to hold stocks of money wherewith to meet current 
liabilities, and secondly from banks and other institutions who find it nec- 
essary to hold cash reserves. Further, if the volume of production per head 
of population increases, there is no reason for supposing that either of 
these demands is likely to increase proportionately in consequence. In some 
cases higher real incomes may induce the recipients to increase the size of 
the fraction of their income which they find it convenient to keep in the 
form of currency, though not as a rule in proportion to the increase in in- 
come, and in other cases the receipt of higher incomes will encourage the 
growth of banking habits, and therefore positively diminish the demand for 
hard cash. The demand of individuals for money is not a demand for units 
of currency as such, but rather for units of purchasing power, of spenda- 
bility.” If production per head increases as a result of increased efficiency 
——and there is no other possible reason why it should increase—we should 
naturally expect the prices of certain commodities, whose efficiency of pro- 
duction had increased, to fall in comparison with other prices; and the 
number of units of currency necessary to maintain the same level of pur- 


° An Economist's Protest, p. 385. 

” Money, 5th ed., p. 72-3. 

Money, Credit and Commerce, p. 45. 

€ Cf. Keynes, Monetary Reform, p. 75. “What the public want is not . . . so many £ 
sterling of Chrrency notes but a quantity sufficient to cover a week's wages, or to pay their 
bills or to meet their probable outgoings on a journey or a day’s shopping.” Cf. Treatise 
on Money, vol. i, pp. 222-33; Pigou, Essays in Applied Economics, xvi, “The Exchange 
Value of Legal-Tender Money”; Lavington, English Capital Market, ch. 6. 
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chasing power would correspondingly diminish. Nor is there any reason 
why under these conditions banks should desire to hold larger reserves. 

The weakness of Cassel’s analysis arises in part from the fact that he 
and those who follow him do not distinguish with sufficient clearness be- 
tween these two interpretations of demand for money. Sometimes their 
thought moves in the direction of the second and better interpretation; 
but when it comes to estimating the rate at which it is desirable for the 
volume of means of payment to increase, they move back to the first, mis- 
leading interpretation. 

Cassel thought that, during the period which he surveyed, changes in 
demand for gold had been unimportant except on two occasions, one being 
the increased American demand after the Civil War. Demand, he says, 
has been “rather a passive factor.” !? 

Elsewhere** he says “the world demand for gold during the period must 
have increased fairly uniformly at the same rate as the normal gold supply”; 
and this contrast in expression indicates the confusion which exists be- 
tween the two interpretations of demand for money. The reference to the 
United States after the Civil War is consistent with Cannan’s interpretation 
of the demand for money as a demand for money to hold. The demand for 
gold at that time increased because it was thought desirable to make- use 
of, and hold larger stocks of, gold coin instead of the substitutes which had 
been found unsatisfactory. And the discussion of variations in the demand 
for gold as the result of new adhesions to the gold standard, or increased 
importations into India** as well as the hint, in reference to the future, of 
the possibility of changes “in our idea of the importance of gold especially 
as regards its circulation and the great central reserves,”*° also imply the 
same interpretation. 

Actually the changes in demand of this kind for gold between 1850 and 
1910 appear to have been much more important than Cassel’s discussion of 
them would suggest. On the one hand, there was a wide extension of the 
gold standard, which was certain to increase the demand for gold; on the 
other hand, there was a great development of check payments which di- 
minished the demand for gold. On this account Hawtrey maintains that it 
is impossible to deduce from a historical survey of the period any estimate of 
the “normal” increase in the demand for gold. He goes so far indeed as 
to say that the 3 per cent estimate “is based on no evidence whatever,’’* 


? Fundamental Thoughts, p. 144. 

Theory of Social Economy, p. 468, new ed., p. 489. 

“ Ibid., pp. 468, 471, new ed., pp. 489, 493. 

£ Ibid., old ed., p. 454. 

i International Gold Problem, pp. 75-6. For further criticism a B. Nogaro, “La Ques- 
tion de l’Or devant la Société des Nations,” Rev. d'Econ. Pol., Jan.-Feb., 1931. See also 
“Discussion on the Paper presented by the Industrial Institute on ‘the Mathematical Statisti- 
cal Analysis of Economic Data,” Journal of Royal Stat. Soc. 1932, pp. 187-287. 
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There is a more important criticism, however: implicit in the whole of 
Cassel’s discussion is the other interpretation that the demand for gold 
depends on the volume of trade. Cassel selects 1850 to 1910, a period 
with the same price level at each end, because “the increase in the stock 
of gold during the period occurred without influencing the price level, and 
merely corresponds to the increase necessitated by the course of economic 
progress.”"*7 But the course of economic progress necessitates a propor- 
tionate increase in gold supply only on the hypothesis that the demand for 
gold depends not on the policy of reserve banks and the desires of indi- 
viduals to hold gold but instead on variations in the volume of production. 
Because the volume of production increased during the period at the aver- 
age rate of 3 per cent per annum, it is assumed that the demand for gold 
increased at the same rate. Changes in demand for gold associated with the 
adoption of the gold standard and other changes in business habits are 
neglected as unimportant, the only changes regarded as significant being 
those associated with variations in volume of trade.1® 

From this reasoning, Cassel concludes that “if the rate of progress for 
the future is assumed to be the same as it was for the period 1850-1910, 
the stability of the present price level will depend on the possibility of the 
annual gold production amounting to 3 per cent of the world’s total stock 
of gold”;™ and this conclusion has been widely accepted. The Gold Dele- 
gation saw that the detailed figures were a little shaky, but nevertheless 
implicitly assumed that the demand for gold increased as trade expanded. 
According to the Interini Report, 

The demand for currency is naturally dependent upon the volume of production 
and trade and on the monetary transactions to which such trade gives rise. . . . 
We may reasonably expect that the future requirements of gold, as long as meth- 


ods of payment do not undergo important changes, will tend to increase as pro- 
duction and trade expand.*° 


And a series of calculations showed what gold supplies would be necessary 
assuming certain rates of increase in the volume of trade and certain prac- 
tices on the part of central banks with regard to gold reserves.” 

This line of thought is, however, far from satisfactory. Does general 
economic progress in fact demand as an essential condition a proportionate 
increase in the supply of the means of payment? The belief that such an 
increase is desirable is defended because it is thought that in its absence the 


™ Theory of Social Economy, p. 444, new ed., p. 469. 

* The statistical foundations for Cassel’s attempt in 1930 at a direct estimate of the 
growth of volume of production are quite unsatisfactory (Interim Report of the Gold Dele- 
gation of the Financial Committee of the League of Nations, p. 74. Cf. B. Nogaro, Revue 
d'Economie @olitique, Jan.-Feb., 1931, p. 7). 

* Interim Report of Gold Delegation, p. 75. 
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price level will fall. But is a fall of price which is due to improved efficiency - 
in production a bad thing? For the consumer it has evident attractions; and 
it is not obvious at first sight that it inflicts any damage upon the producer. 

It must be agreed that if the value of money is to be kept stable its supply 
must move pari passu with the demand for it; but that is not the same thing 
as saying that the rate of increase in demand is the same as the rate of 
movement in “general economic development.” As we have already seen, 
according to Cannan and others, the demand for money which is impor- 
tant is the demand from individuals and institutions for the stocks of 
money which they find it convenient to hold. On this interpretation changes 
in demand may be caused by growth of population, changes in banking 
habits, and in the organization of trade, but are not directly or proportion- 
ally connected with growth of wealth.?* Variations in individual demands 
for money are not necessarily correlated at all closely with variations in in- 
dividual incomes. It is probable that if we become richer we may tend to 
hold larger stocks of currency; but the increase is unlikely to be propor- 
tionate to the increase in our income, and the effects of this tendency may 
be completely offset by an extension of the use of banking accounts, itself 
directly due to the increase of income. A raising of average real income 
levels may bring with it some increased demand for money, but the in- 
creased demand will certainly not be proportional to the increase in real 
income. The belief that general economic development demands a pro- 
portionate increase in the supply of money is merely another method of 
affirming that economic progress becomes extremely difficult if prices are 
allowed to fall, even if the fall of price is the result of greater efficiency 
in production. If increased efficiency is allowed to have its normal effects in 
reducing prices, general economic development will cause an increase in the 
demand for money, only if there is at the same time an increase in popula- 
tion or if the trend which has been referred to above is important. 

The root of the confusion will be found in the fact that many people 
have written about general economic development without making the 
obvious but essential distinction between the effects of increases in aggre- 
gate production and the effects of increases in production per head.** An 
_ expansion of production does not bring general economic progress, if it 
merely keeps pace with an increase of population. If there is real economic 
progress, 7.¢., an increase in production per head, and there is no change 
in the volume of money, prices will tend to fall; but each person who re- 
tains his old money income will receive a larger real income. The increased 
real purchasing power which is necessary becomes effective through the 
use of the same number of units of currency, and there is therefore no 
reason for supposing that in the interests of stability the supply of money 


= Money, 6th ed., pp. 74-5. 
= Cannan, Modern Currency and the Regulation of Its Value, pp. 45-6. 
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‘should be increased. If aggregate production increases but population in- 
creases at the same rate, while there are no corresponding changes in 
money supply, prices will again fall. The hypothesis that production and 
population increase at the same rate is obviously the same thing as the 
hypothesis that average income standards remain the same. But in the 
absence of any change affecting the customary methods of making pay- 
ments, increase in population must mean an increase in the demand for 
money, because more people will wish to hold the same average volume 
of purchasing power. If the supply of money is not increased under these 
circumstances, the fall of prices which follows is definitely deflationary. 
A difficult adjustment of money incomes becomes necessary; and the process 
of adjustment, by disappointing expectations of normal profit, will have 
a depressing effect upon business enterprise. But in the earlier case, no 
general adjustment of money incomes is needed. The type of adjustment 
which then becomes necessary is in the allocation of productive resources as 
between industries affected by technical improvements and industries not so 
affected; and the extent of the adjustment which is necessary will depend 
largely on the elasticities of demand for the various products. If the efficiency 
of production of an article with inelastic demand increases, the lowered price 
will not be offset by the sale of a larger output. The consequent fall in 
profits should then serve as a warning to investors to check the flow of capi- 
tal into that industry. But if at the same time the supply of money is in- 
creased so that the tendency for the price to fall is checked, the urgency 
of the warning to investors is diminished; and there is likely to be relative 
overproduction. It is true that a change in productive efficiency of this kind 
is likely to cause temporary unemployment; but it is wrong to suppose that 
the unemployment can be checked by. attempting to prevent the fall in 
price. 

Some of Cassel’s disciples do indeed distinguish between increases in, © 
aggregate production and increases in production per head, but they make 
the error of supposing that both kinds of increase involve an increase in 
the demand for money. Lehfeldt, for example, starting from the premise 
which is here being criticized that “the monetary demand for gold depends 
essentially on the rate of progress in production and wealth of the world 
at large,’’** argues that because wealth has grown faster than population, 
the demand for gold has grown faster too.** Because of the increasingly 
efficient use of substitutes for gold, he thought that the estimate of the 
increase in gold supply which was necessary for price stability under gold- 
standard conditions might be reduced to 2 per cent. But this consideration is 
irrelevant to the main issue. Growth in individual wealth means increased 

™ Restoration of the World's Currencies, p. 135. Cf. Gold Prices and the Witwatersrand, 
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demand for money only if it is believed that price declines due to more 
efficient production ought to be checked; and this view is implicit in the 
thought of most of those who have drawn practical conclusions from Cas- 
sel’s estimates. On no other hypothesis is it reasonable to suppose that 
increased production per head makes desirable a proportionately increased 
supply of money. 

The conclusion which is here being supported is that such price declines 
are desirable and necessary. If we are to maintain general stability in the 
economic structure, we must recognize that the most important factor which 
will make an increase in the supply of money desirable is not increased pro- 
duction per head, but increased population.’* If production per head is in- 
creased, an increase in the supply of money is desirable only to the extent to 
which it is true that people with high incomes tend to hold more money than 
people with low incomes. In some circumstances, the practical significance of 
this proviso may be quite negligible, and in any event the increase which is 
desirable is certain to be much less in proportion than the increase in total 
production. The same conclusion can be applied to gold under gold standard 
conditions, and is in no way inconsistent with Cassel’s statistical analysis.*” 

The question may be put in another way. Given a certain rate of increase 
in gold supply, how must the demand alter to maintain stability of value? 
Evidently demand must alter at the same given rate. This can be brought 
about in two ways, either by population of the same size increasing its per 
capita demand for gold or by an increased population maintaining the same 
average demand as before. On the latter hypothesis, the rate of increase 
of population necessary to ensure stability in the value of gold must be the 
same as the rate of increase in the supply of gold. It is probable under these 
circumstances that aggregate production will also increase, but the demand 
for gold would still increase in the appropriate way if average production 
per head remained unaltered and therefore there was no real economic 
progress. This further strengthens the view that increases in production 
for the most part affect the demand for gold under gold standard condi- 
tions only so far as they are dependent upon changes in population. 

It should be noted that this criticism in no way affects the validity of 
Cassel’s and Lehfeldt’s practical conclusions about economizing in the use 
of gold. If population is growing, an embarrassing pressure on gold supply 

™ Cf. F. A. Bradford, “Some Aspects of the Stable Money Question,” Quart. Jour. of 
Econ., Aug., 1929, pp. 668-9. 

“Tt may be objected that there is no adequate reason for supposing that improvements 
in efficiency will normally be permitted by producers to issue in lower prices. The hypothesis 
of perfect competition is out of touch with the facts of real business organization; and 
producers are likely even for long periods to resist successfully a downward price trend. 
It is true that the effects of monopoly and quasi-monopoly control require c&reful atten- 
tion before theories of price-level stability can be translated into effective action. But 


precisely the same difficulty arises for those who accept the interpretation of stability which 
is here being attacked, and it does not therefore require further attention here. 
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is quite probable, even if we reject Cassel’s detailed argument as involving 
confusion in the interpretation of demand for gold and as likely to lead 
under certain circumstances to important errors in practical policy. The 
cufrency conservatives have tended to overlook this, seeming sometimes 
to suggest that an inadequate supply of money is impossible. The majority 
even of the currency conservatives now agree indeed that the return of 
gold coin into circulation would place a disastrous pressure on gold sup- 
plies which would cause a deflationary movement of prices; but there is no 
convincing reason for supposing that a disastrous pressure on gold supplies 
might not also arise from other causes. Cassel’s practical conclusion would 
not, however, be valid under all conditions. The economy in the use of 
gold for which he asks would be undesirable if the increase in the volume 
of production on. which his plea was based was the result of greater effi- 
ciency in production, and not merely of increased population. If increased 
volume of trade is simply due to increased population, then either increased 
gold supply or economy in use of gold is desirable; otherwise there will 
be a deflationary fall of prices. If it is due to increased efficiency, the old 
supply of gold is still adequate; a downward movement of prices is not 
deflationary if there are real reductions in cost, real increases in productive 
efficiency. Deflation means a fall of prices which dampens or discourages 
productive activity; but if the price movement merely reflects a cost move- 
ment there is no such dampening effect. The burden of debt, even of heavy 
war debt, is not increased; for, although the payment of debts necessitates 
the transfer of a larger volume of goods, more goods are available from 
which the payment can be made. The modern deflationists do not always 
adequately distinguish between price movements of this kind and price 
movements which are really due to inadequate currency supplies. They 
make the same mistake as Cannan charged against the more fanatical oppo- 
nents of bimetallism, who, while prepared to admit that increased supplies 
of gold would raise prices, failed to see the possibility of a connection be- 
tween a fall in the price level and inadequate supplies of gold.** A falling 
price level is certainly not invariably due to inadequate supplies of money, 
but under circumstances which are by no means inconceivable, it very well 
may be.” 

There is much more to be said in favor of non-monetary explanations 
of the depression than currency reformers will usually admit, but those 
who adopt these explanations frequently go too far.in denying, in effect, 
that variations in the supply of money are of any fundamental significance 
whatever. Nogato, for example, minimizes the influence of variations in 


e 
= London Essays, p. 36. 
® A large part of the criticism of the quantity theory, e.g., by Bertrand Nogaro, Mod- 
ern Monetary Systems, part ii, ch. 2, seems to have been adequately met by Cannan in 
Money, 6th ed., pp. 64-71. 
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the supply of gold, by emphasizing the growing importance of bank de- 
posits. But if this argument is pressed, it becomes difficult to attach any 
significance to the gold standard. If variations in gold supply are so unim- 
portant, why worry about a gold standard at all? The truth is that so long 
as paper money and bank deposits remain interchangeable, directly or 
indirectly, with gold, variations in the supply of gold and the demand for 
it are likely to have important general consequences, though they are not 
the only important causes of general price movements. 

Similarly, the argument here developed is not inconsistent with the view 
that some measure of credit expansion, designed to raise prices, is a wise 
policy in the midst of a depression. The general price policy here defended 
is a long-period policy, though the fact always needs emphasis that the 
chances of success for a short-term policy are closely dependent upon the 
wisdom of the long-term policy in the light of which day-to-day move- 
ments are determined. 

Though Cassel’s immediate practical conclusions about the necessity 
for economizing gold reserves if a single gold standard is to be maintained 
remain valid, the criticism of the foundations upon which his conclusions 
rest is far from being a mere academic exercise. It is scarcely an exaggera- 
tion to say that the view that “with steadily growing population and pro- 
ductive power, unless there is a corresponding growth in the supply of 
money, we cannot avoid deflation with its inevitable accompaniments of 
trade losses and unemployment,” is the most dangerous of the fallacies 
which stand in the way of the adoption of an effective and successful credit 


policy. Cassel in effect takes this fallacy as his starting-point. If it is not . 


rejected, we run serious risks of having inflicted upon us recurrent and 
unnecessary crises. It has been stated earlier that the conclusion to which 
this argument points is clearly the same as that which an increasing number 
of writers have recently been reaching by other routes, the conclusion that 
real stability is inconsistent with stability of any of the ordinary price- 
index numbers, but demands instead a price level which falls “pari passu 
with the increase of productivity per head.” If prices are kept steady when 
productive efficiency is increasing, profits are inflated in substantially the 
same way as when more easily recognizable forms of inflation occur. Mis- 
understandings here were in no small measure responsible for the boom and 
crash in the United States, and doubts as to the extent to which the funda- 
mental importance of the point is appreciated by currency reformers often 
justify a profound scepticism about the real worth of their proposals. Even 
Sir Arthur Salter is open to criticism on this point,’ and Cassel’s view 
that “a currency system, in which a good index of wholesale prices would 
remain constant, would be such an immense improvement on the existing 


®© McKenna, cit. supra. 
™ Recovery, p. 76. 
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conditions that disputes about the hypothetical advantages of other methods 
of calculation could be simply ignored’’** is positively dangerous. Not only 
is a fall of prices which is the result of increased productive efficiency not 
a bad thing, but efforts to check such a fall will inevitably lead to dis- 
equilibrium and depression. Cassel’s and McKenna’s view that in a pro- 
gressive economy increases in production must be accompanied by parallel 
increases in the supply of means of payment must be rejected, because real 
stability means not a formal stability in the wholesale price-index number, 
but an index number which falls at the same rate as production per head 
increases. A fall in the price level due to inadequate supplies of the means 
_of payment checks production, and steps should be taken to prevent such 
a fall. A fall in the price level due to increased efficiency in production is on 
the contrary to be welcomed and not resisted.** 

There has already been much controversy about the validity of this con- 
clusion;** and it cannot of course be maintained that it follows merely 
from a formal definition of demand for money. It is impossible here to 
explore adequately the whole of the field which is relevant to this dis- 
cussion. The central point may, however, be briefly restated. It is natural 
that in discussions of monetary instability much attention should have been 
paid to the effects of unstable prices upon the distribution of income; and 
everybody is now familiar with the injustice of uncovenanted transfers from 
rentier and wage-earner to entrepreneur, or vice versa. It is unfortunate; 
however, that the notice which these transfers have attracted has sometimes 
led to a neglect of the much more important effects of price instability upon 
the organization of production. Considerations of equity are always impor- 
tant, but, especially when different interpretations of equity are possible, 
they are by themselves an inadequate guide for policy. The fundamental 
fact which makes momentary stability important in a progressive economy 
is the effect of instability upon the distribution of the resources of pro- 
duction among the various industries and occupations among which the 
entrepreneur and the laborer must choose. In a progressive economy the 
average level of real income will rise, and if real incomes rise, there must 
be continuous changes in the relative importance of different industries in 
satisfying consumers’ demand. A poor community, for example, will apply 
nearly the whole of its resources to the production of food and other ele- 
mentary necessities. If it becomes wealthy, it will spend relatively less on 
food and relatively more on other things. But this will be impossible; and 
the hypothesis of increasing wealth, upon which the change in the relative 

= Theory of Social Economy, new ed., p. 511. 

= Cf. R. £. Hawtrey, “Money and Index Numbers,” The Art of Central Banking, p. 324. 
“In so far as the fall of prices is due to diminished real costs or increased productivity in 
some industries, it has no restraining effect on enterprise.” 


* Cf. International Gold Problem, pp. 18-46; A Hansen, Economic Stabilization ia an 
Unbalanced World, ch. 18; Warten and Pearson, Prices, ch. 9. 
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importance of the various kinds of expenditure is based, will be unrealiza- 
ble unless there is a steady diversion of capital and labor away from the 
older staple industries into the newer industries producing the goods and 
services which only a wealthy community can afford to buy. In a capitalist 
system the indicators which guide investors in thus diverting the resources 
of production are movements in relative prices and profits. In a progressive 
economy it then becomes a matter of the utmost importance that these indi- 
cations should be given as clearly and as unmistakably as possible. If it be- 


comes possible to produce more efficiently goods for which demand is rela- - 


tively inelastic, the necessity at once arises to divert resources away from the 
more efficient industry into newer and relatively untried fields. Otherwise 
there will be relative overproduction, markets will be glutted, and the dis- 
locating effects will tend to be reflected in other industries as well. 

Any attempt in such circumstances to maintain a stable price level in the 
ordinary sense is to be condemned just because it is likely to conceal the 
necessity for such transfers. It is true that profits in other directions may be 
increasing more rapidly, but the profit which has the most immediate 
effect upon the man who is already engaged in a particular line of activity 
is the nominal profit which he gets in his own business. If this is main- 
tained for a time as a result of attempts at stabilizing the general level of 
prices, or if it declines only a little, he is encouraged to hang on, even 
though the changes in conditions of production make it imperative that 
he should transfer to some other field. The stubborn persistence in recent 
years of those engaged in primary production in all parts of the world in 
maintaining and, if possible, increasing their output in spite of falling 
prices, and the support which they have recetved both from governmental 
policy and from popular sentiment show clearly the very great practical 
importance of this point. Ultimately, of course, resistance to change must 
be overcome; but the stabilized price level encourages the producer to refuse 
to face the inevitable and only makes the dislocations which occur later 
more serious. In a progressive economy, any attempt to stabilize the whole- 
sale price-index number inevitably generates forces which must destroy 
stability. 

If we discuss the problem of stable price levels mainly in terms of equity, 
we are tempted to suppose that we have an effective and free choice between 
some at least of the ends which considerations of justice might suggest to 
us. In fact this is not so. If we decide to aim at stability of price level 
while per capita production is increasing, we shall be unable to realize 
our purpose except for quite short periods. Stability in a progressive econo- 
my is in any event difficult to achieve; but it is impossible if we deliberately 
check the downward movement of prices which would be the normal con- 
sequence of increased efficiency. “If the business man’s psychology jibs 
at swallowing the moderate price falls dictated by increasing productivity, 
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he renders himself more and not less liable to suffer the catastrophic price 
falls due to industrial dislocation and crisis.’* 

An important corollary follows from this argument that there are no ade- 
quate grounds for the widely accepted view that if the price levels of differ- 
ent groups of commodities fail to move more or less along parallel lines, a 
“disequilibrium,” a “price disparity” exists, which must be removed by 
somehow restoring the relations between the group price levels which existed 
before, and that until the price disparity has been removed, producers have 
a legitimate ground of grievance. If the relative fall of prices for any group 
of products is due to greater efficiency, there is no real price disparity and no 
ground for grievance. In fact, on the contrary, it should be a matter for 
surprise if the relations between the different group price levels did not 
alter from time to time, as it is in the highest degree improbable that im- 
provements in the efficiency of production would ever occur uniformly 
throughout the whole range of industry. Any effort to correct a price dis- 
parity which is the result of variations in the rate of change of efficiency 
of production, so far from restoring stability would in fact make chronic 
instability inevitable. 

ALLAN G. B. FISHER 

University of Otago, 

Dunedin, New Zealand. 


=., H. Robertson, International Gold Problem, p. 45. 


COMMUNISM AND COLLECTIVE DEMOCRACY 


Four schools of economic thought are contending in the present depression: individual- 
istic democracy from Adam Smith; collective democracy of the past thirty-five years; fascism 
from Pareto and Spann; communism from Karl Marx, who predicted fascism as preceding 
communism. The first quantitative interpretation of Marxian theory is Corey's The Decline 
of American Capitalism.’ Discussion covers differences in quantitative interpretations drawn 
by him from the Census of Manufactures and by the present writer from the Statistics of 
Income of the Internal Revenue Department; also rate of profit and margin for profit. 

From the many varieties of Karl Marx’s materialistic interpretation of 
history, I have worked out, during a period of forty years, especially through 
personal acquaintance and participation with communists and socialists in 
their activities in America, aided by observations of the revolutions in 
Russia, Italy and Germany, and acquaintance with exiles from those coun- 
tries, an interpretation which seems to me to conform to the remarkably 
accurate forecasts of Marx himself eighty years ago. Marx’s theory, based 
on his analysis of surplus value, should be named, not so much a “material- 
ye interpretation of technology as a legal interpretation of private prop- 

erty. He took his materialism from Ricardo’s labor-power theory of the 
creation of value measured by the man-hour, but his novelty was in devoting 
his attention to private property in those valuable materials which Ricardo 
had taken for granted as an equivalent corporeal property. Marx did not 
know of the post-war words “Fascism” and “Nazism,” but he used equiva- 
lent words, such as monopoly capitalism or state capitalism. Had he known 
these later words he would have made fascism his inevitable outcome of 
“materialistic” evolution, preceding his stage of communism. He wrote at 
a time, the decade of 1850, when the universal right freely to organize 
corporations was being completed in England and America. Instead of 
Ricardo’s natural persons, with unlimited responsibility, it is these artificial 
persons with limited liability and perpetual succession, later developing 
into more or less monopolistic holding companies that are the legal foun- 
dations of what ultimately becomes fascism or state capitalism. Although 
Marx, of course, did not foresee these legal details of capitalism, yet he 
predicted their broad outlines. The events of the recent three decades 
enable us to fill in his forecasts. 

Since the World War communists and socialists have generally agreed 
that Soviet Russia jumped over one of the stages in orthodox Marxism. 
According to the Marxian theory the incoming of large-scale mass produc- 
tion, with the reduction of all workers, including peasants, farmers, and 
lower clerical employees, to a proletariat of wage-earners and tenants re- 
duced to poverty, should have been completed under capitalism ifself. ‘Thus 
capitalism was destroying its home market and had therefore to push into 


*Lewis Corey, The Decline of American Capitalism, New York, Covict Friede, 1934, 
pp. viii, 622, $4. 


1935] Communism and Collective Democracy 213 


foreign markets and to acquire colonies, dependencies, and the later known 
“spheres of influence” and “mandates.” To these may be added the owner- 
ship and operation of branches in foreign independent countries, estimated 
at 20 billion dollars for American corporations. 

This expansion requires armies and navies to force open the markets 
and protect the foreign investments. This is Marx’s “imperialism.” But 
since other capitalistic countries are advancing in this way, they come into 
conflict, with the resulting imperialistic wars. This ends the final stage of 
capitalism. These imperialistic wars compel the state to place military equip- 
ment in the hands of proletarians and tenants, who had been disarmed and 
reduced to poverty. Then these impressed workers shoot their officers from 
behind and take physical possession of the equipment previously constructed 
by capitalists. This is communism. Soviet Russia shows to modern com- 
munists how this would be done in the midst of a world war. But Soviet 
Russia, having jumped over the fascistic stage, is compelled, not only to 
introduce communism by transferring ownership of physical capital, but 
it is compelled also to construct the physical capital itself which should 
have been constructed by the preceding capitalism. 

Nicolai Lenin, whom I consider the true interpreter of Marx, showed 
in his State and Revolution, at the opening of the revolution of 1917, how 
this applied to an unfinished country, like Russia. Lewis Corey, the latest 
interpreter of Marx, has shown in his recent book, The Decline of American 
Capitalism, how this Marxian theory applies to all countries with a finished 
capitalism. Corey names six nations which he thinks have reached this 
imperialistic stage of state capitalism, otherwise fascism; namely, Italy, 
_ Germany, Japan, England, France, and America. 

Meanwhile, according to Marx and his followers, they must prepare for 
united action by communistic propaganda. This consists in obstructing all 
legislative movements and capturing or disrupting all collective movements 
of laborers and farmers, that would curb the incoming capitalistic domina- 
tion. I have myself, during forty years, seen and known personally these 
communists lining up with the big capitalists in opposition to or capture 
of organizations of laborers and farmers in their attempts at independent 
or legislative action. These movements they denounced as mere “‘panaceas”’ 
or as “collaboration with capitalists.” I see that they were strictly following 
Marx in helping along his inevitable fascism by disrupting those who 
resisted it or would regulate it. 

On the other hand it has been a simple matter for liberals to pass over 
from the individualistic democracy of equality and liberty that descended 
from Adam Smith and culminated in the Austrian subjective school at the 
end of the century, to the modern school of fascism. The pioneer in this 
direction was Pareto whose first work had placed him at the head of the 
school of the individualistic mathematical economics, but who afterwards 
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renounced that individualism as “molecular?” economics which neglected 
the field of politics and the resulting “demagogic plutocracy” that was 
coming into power.* Mussolini acknowledged Pareto as the economic 
founder of fascism, and took over his ideas of a dictatorship that should 
control capitalism in the interests of employees and farmers. 

In practice, however, Pareto’s academic theory develops into state control, 
through military dictatorship, by the big financial, industrial and agricul- 
tural capitalists, both under Mussolini in Italy and Hitler in Germany. 
This is undoubtedly Karl Marx's forecast. 

The school of thought similar to Pareto’s develops in America on the 
doctrine of mass production of the power age, the doctrines of high wages, 
shorter hours, lower prices and more liberty. But the liberty, under this 
scheme of mass production, is not that of the natural person of Adam Smith 
and the individualistic democracy of the nineteenth century. It is the liberty 
of the artificial persons, the corporations which, with limited liability, alone 
can adopt mass production, whether in industry, transportation, agriculture 
or merchandising. It it these corporations, with their low costs of production 
and their huge economic power, which, agreeing with the Marxian forecast, 
are eliminating their small competitors and reducing them to wage and 
salary earners and tenants. This new capitalism justifies itself by its doctrines 
of mass production, high wages, short hours, steady employment, and 
welfare of the workers, which Pareto characterized as ‘demagogic plutoc- 
racy.” It was such, because, during the "New Era” of prosperity, these were 
its practices and promises, but changed during the ensuing depression to 
lower wages, discharge of welfare departments.and suppression of inde- 
pendent labor organizations. 

When the “New Deal” comes in, which I name “collective democracy,” 
contrasted with Adam Smith’s “individualistic democracy,” then the 
Marxian school can rightly assert that these collective efforts merely redound 
to the benefit of the monopolistic capitalists, because the doctrine of “‘equal- 
ity,” under the judicial interpretation of the American Constitution, makes 
no effective distinction between the natural persons of Adam Smith and the 
artificial persons of the past eighty years. The rights and liberties of natural 
persons, with unlimited liability, become the rights and duties of artificial 
persons with limited liability.” But this school of Marxian economists fails, 
according to my interpretation, to realize that this incoming of Marx’s 
monopolistic, or fascistic, capitalism, must historically precede the incoming 
of his communism. Their attacks against collective democracy are simply 
their traditional communistic lining up, during the past forty years, with 
the monopolistic or fascistic capitalists. 


è 


3V, Pareto, Manuel d'Economie Politique (1909); Traité de Sociologie Générale 
(1919). 
* Stolberg and Vinton, The Economic Consequences of the New Deal, 1935. 
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With the foregoing Marxian sequence in mind we can classify and locate 
historically four economic theories, now contending in the present depres- 
sion: (1) the school of individualistic democracy from Adam Smith, based 
on equality and liberty of natural persons and leading to the French 
Revolution and to modern psychological and mathematical economics; (2) 
the theory of collective democracy, first set forth by Lindeman in 1924* 
and more recently by Henry A. Wallace, Secretary of Agriculture, in his 
New Frontiers, and by myself in my Institutional Economics, Wallace and 
Lindeman derive their collective democracy from experience with American 
farmers, and I derive mine from American labor unions. (3) The fascistic 
theory of Pareto in Italy and Spann in Austria,’ followed by the political 
experts Mussolini, Hitler, and Huey Long; (4) all of these theories find 
their places historically in the trend towards the Marxian world-wide fas- 
cistic dictatorships, to be followed by proletarian dictatorships. 


The dissenting focus of these four schools of economists is the place of 
profit in the economic system. Corey, mentioned above, is the first Marxian 
economist to reduce the Marxian theory to quantitative terms. He takes the 
American scene because here capitalism is most “highly developed” and 
“offers the fullest confirmation of the analysis Karl Marx made of capital- 
istic production.” Besides, the “American statistical material is the most 
abundant in the world,” thus fitting it “to a quantitative as well as quali- 
tative demonstration of the Marxist conception of the fundamental aspects 
of capitalism.’ 

But I find that there are two sources of American statistics, the Census of 
Manufactures on which Corey draws, and the Treasury Department’s Sta- 
tistics of Income of Manufacturing Corporations on which I draw. The 
census figures exclude gross incomes less than $5,000, about 20 per cent 
of manufactures; the Statistics of Income of Mannufacturing Corporations 
excludes individuals who produce about 10 per cent of the manufacturing 
output of the country. 

I find, in general, that the criticisms made by the collective democracy 
school against capitalistic exploitation are statistically more extensive and 
drastic than is Corey’s quantitative rendering of Marxism. The reasons are 
rather simple. Marx and Corey classify all investors, small business men 
and farmers, to whom Corey adds the upper salaried officials of corpora- 
tions, as capitalists, leaving only manual wage earners and clerks to be 
exploited. Marx gave the name “‘skullduggery” to the exploitation of small 
capitalists, including farmers. But if it is a capitalistic system that does the 
exploiting, as they contend, rather than individual capitalists, and if indi- 

S T C. Lindeman, Social Discovery; An Approach to the Study of Functional Groups 
(1924). 


* Othmar Spann, History of Economics (tr. from the 19th German ed., 1930). 
* Corey, op. cit., 1130. 
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viduals disappear as aliquot parts of a social-labor-power or a social-capital- 
power, then skullduggery is the same as exploitation. Only the sequence, 
methods and victims are different. The collective democracy of farmers, 
laborers, small business men, professional men, teachers, and so on, which 
he calls “Niraism,” is the protest of these organized classes against the 
domination of government by the big capitalists and financiers, Corey's 
basic criticism of these in general is in their attempt to bring about a 
“balance” of all classes in the national economy where each shall have its 
proper share. But, he contends, this balancing is impossible as long as they 
. permit private property and profit to have a share in their system of bal- 
ancing. Every attempt of small proprietors to join with laborers collectively 
to restrain monopoly capitalism ends, on the false doctrine of equality, in re- 
dounding to the big capitalists and their fascism, nazism, or state capitalism. 

There are also symptoms, which Corey seizes upon, that a failure of the 
present collective democracy movements in America may end in fascism 
and imperialistic wars. For collective democracy attempts to solve, at one 
and the same time, all of the many and complex problems of skullduggery 
and exploitation, whether of laborers, farmers, investors, speculators, prof- . 
iteers, salaried officials, and others, with their many details and nation-wide 
complexity. The problem is more difficult than the simplicity of Marx- 
Corey. But it is more urgent. Corey looks with indifference on the plight 
of farmers, business men and professional men. They are only capitalists 
anyhow, driving on to the ultimate fascism. 

But the collective democracies that are springing up in recent years are 
composed of individuals seeking to realize what they can from life as they 
go along. They cannot wait for the historical interpretation of history. 
They must have something now. For the first time in history unemployment 
and mortgage foreclosures become a real problem of government, because 
they, with universal suffrage, lead to resistance and pressure collectively by 
individuals who have earned rights of association. The banks, the stock 
exchanges, the credit system, the monetary system, price stabilization, taxa- 
tion, become strategic points of their assaults. Corey treats these as side 
issues and illusory. But they are not illusory. Their participants are indiv- 
uals who have organized in hundreds of collective movements with loud 
concerted voices. I find that this is the difference between the communistic 
choice of statistics in America, leading to a long-time remote communism, 
and the collective democracy choice of statistics by the many conflicting 
interests demanding something in a short time, immediately, now. 

For example, Corey, deriving his figures mainly from the Census of 
Manufactures, constructs two quantitative concepts of capital (pp. 83, 123). 
One may be named physical capital, the other institutional capital. Corey’s 
physical capital, following Marx, is composed of “variable capital” and 
“constant capital.” By “variable capital” is meant the mass of labor power 
purchased, taking, for example, the year 1923, by 11 billion dollars in 
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wages. His “constant capital” in manufactures (raw materials, 13.2 billion 
dollars and depreciation of fixed capital, 1.4 billion dollars) amounted in 
that year to 14.6 billion dollars; total physical capital amounted to 25.6 
billion dollars. His “value output” of manufactures, for that year, was 
39 billion dollars. Hence his “surplus value,” or “exploitation” of unpaid 
labor, was 13.4 billion (39 billion less 25.6 billion). 

But his other concept, taken from the Statistics of Income, which he 
names “total capital” and which we name “institutional” capital, since it 
is composed of common and preferred stock, surplus and undivided profits, 
was 34.5 billion dollars for the same year. The value discrepancy of 8.9 
billion dollars between the two concepts of capital is a 34 per cent excess 
of institutional capital above the physical capital. 

He does not make use of this “total” or “institutional” capital in working 
out statistically the Marxian materialistic interpretation. Yet the physical 
and institutional are two concepts of Time. The first is the basis of com- 
munism, the second of institutionalism. The Marx-Corey physical capital 
is an accumulation of past labor measured by Marx in terms of man-hours 
but measured mistakenly by Corey in terms of dollars. Even his “raw ma- 
terials” are past labor in the extractive industries, and appearing only as 
raw materials purchased by manufacturers, to which the additional Marxian 
“value of output” is the Census “value added by manufactures.” His ‘‘de- 
preciation” is that part of past labor embodied in fixed capital which is 
transferred to the output during the year. The physical concept of capital is 
a net accrual of labor-power added in the past to nature’s resources. 

On the other hand, Corey’s “total capital’ of common and preferred 
stock and surplus is an anticipation, a forecast, a capitalization, in short the 
institutional or proprietary concept of capital, looking for its present value 
to the future operation of all forces expected to yield a net income of profit. 
Corey makes no use of this capitalization concept of capital. It 1s surplusage 
in the Marxian theory and a useless curiosity in Corey’s. 

The Marxian concept, indeed, is needed to calculate the increased eff- 
ciency of industry, properly measured by Marx’s man-hours instead of 
Corey’s dollars, while the institutional concept measures the present value 
of expected net income under all the conditions of expected efficiency or 
scarcity. Here belongs the institutional measurement by dollars. The two 
do not move together and are not correlated except that they are combined 
in expectations of the future. They have two units of measurement, the 
man-hour and the dollar, used for two different social relations, the tech- 
nological relation of creating output in the factories and the proprietary 
relation of acquiring net income from the markets. It is in the proprietary 
relations ofthe market that Marx’s skullduggery, or rather exploitation of 
all buyers and sellers takes place, but it is in the relations inside the factory 
that his exploitation of labor takes place. 

In the soviet system, as we know, there is no “total capital,” that is, no 
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institutional capital based on common and preferred stocks, establishment 
surplus, undivided profits, or debts. That kind of capital and all individuals 
benefiting from it, through profits, interest, rents, officers’ salaries, stock 
speculation, debt payments, etc., are eliminated. Individual laborers are 
also eliminated, as well as all combinations, whether of capitalists or la- 
borers. The result is that no individual establishment and no individual 
laborer can be considered as a unit, buying and selling on his own account. 
Only the nation as a whole is the Marxian individual, and each actual 
individual and actual establishment disappears as such and reappears only 
as a number of aliquot parts of a national whole. This is the method of the 
Census of Manufactures on which Corey relies. 

Its marked advantage is that it takes the “social” point of view and 
therefore avoids all duplications and all individuals. For example, in the 
computation of “materials” Corey (p. 83) follows the census which com- 


putes only the “value added by manufactures” and includes under ma-. 


terials only “raw materials” purchased by the whole manufacturing in- 
dustry of the country from the “extractive” industries as a whole. In 1923 
raw materials were 13.2 billion, wages 11 billion, depreciation 1.4 billion 
-—total 25.6 billion; to which, without duplication, is added the 13.4 billion 
“surplus value” which, in the census, is the net “value added” to raw 
materials by the entire manufacturing industry of the nation as a whole, 
making the total net “value output” of all the manufacturing industries 
as a whole, 39 billion dollars. 

This is certainly a correct methodology from the census or national 
standpoint, but not from the Marxian or man-hour standpoint, since the 
census measures in dollars all the manufacturing industries as a single 
unit, and therefore avoids duplication of materials and outputs in order 
to avoid exaggeration of the part played by manufactures in the production 
of the national wealth. ` 

But the different source of government statistics is one in which it is 
not attempted to estimate the national wealth by avoiding duplication, but 
in which it is attempted to assemble the totals of all classified accounts 
of each manufacturing establishment regardless of duplication. Here each 
corporation is its own unit. This source is the Statistics of Income of the 
Bureau of Internal Revenue of the Treasury Department. Here the units 
are each an individual corporation, and the totals are not mergers avoiding 
duplication but are repetitions of the several classified items in all the in- 
dividual establishment accounts. The object is to ascertain the net income 
of each corporation as a unit, that is the net profit, and not the total wealth 
of the nation. It yields a summation of assets and liabilities, not wealth. 

In such a statistical summary, “materials,” for example, do ‘thot appear 
only as “raw materials” purchased by the manufacturing industry as a 
whole; they appear as the sums paid or liabilities incurred for al/ materials, 
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manufactured and raw, by each establishment to the preceding manufactur- 
ing or other establishments in the total process from raw material to sales 
output. The “value added by manufactures” disappears from the compila- 
tion, and, in its place, is the sum of all prices paid by all establishments 
for all materials purchased, whether raw or partly manufactured. Thus, 
in 1923, from the Statistics of Income" the total operating costs (deduct- 
ing interest and taxes from “statutory deductions”) were 51.3 billions. 
Wages, that year, as stated by the census (Corey, p. 83) were 11 billions. 
Deducting this from operating costs the cost of materials was approximately 
40.3 billion dollars,’ to be compared with the census cost of raw materials, 
13.2 billion dollars. If these computations are approximately correct, then 
the total of all costs of materials paid by all establishments, each considered 
as a separate corporation buyer (40.3 billion), was three times as much as 
the “value added” by the manufacturing industries as a whole (13.4 
billion, surplus value, value added by manufactures). 

In the same year, 1923, the total of gross sales, or value income, equiva- 
lent properly to a sum of value outputs of all manufacturing corporations 
taken separately at going prices, was 53.8 billion dollars compared with 
the Marx-Corey value-output of 39 billton dollars. The difference in the 
two meanings of value output, 14.9 billions, is the difference between 
counting the manufacturing industry as a whole, without duplications, and 
counting the individual establishments separately and adding the results 
for a total. The latter method includes prices and output on the markets; 
the former omits prices and includes only production in the factories. 

Thus in the two concepts of capital, for the year 1923 in manufacturing, 
the cost of materials in the physical concept is 13.2 billion dollars and in the 
institutional concept it is 40.3 billion dollars. While at the other end of the 
process the value output of physical capital is 39 billion dollars but the 
sales income of the institutional concept was 53.8 billion dollars. Yet even 
this is a misinterpretation of Marx, for his physical costs and physical value 
output are measurable only in man-hours, instead of Corey’s census dollars: 

It is within the institutional total that space must be found for taxes, 
interest, profits, rent and all participants other than Corey’s laborers (vart- 
able capital). For it is the field of repeated transfers of ownership and 
therefore the field where Marx’s skullduggery operates. Buying and selling 
are wholly omitted from the Marx-Corey computation. Even “hiring” and 
“firing” are omitted, which determine money wages. Theirs is only a labor 
process of handing materials on to the next producer. The prices at which 
they are valued are omitted because man-hours are used instead of money 
prices. Hege is where prices, wages, and debts are made and where insti- 
tutional economics has its foundation. In the Statistics of Income this is 


* Commons, Instttutional Economics, p. 563. 
* Cost of materials is not given as a separate item in et of Income. 
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the field of “operation” or more properly the field of marketing, pricing 
and indebtedness. Apparently this institutional field (53.8 billion dollars) 
offers several times as much opportunity for exploitation as that contem- 
plated by Marx and Corey inside the factories (39 billion dollars), which 
is the field of production and technology. But they are two different fields 
which Marx distinguished by using man-hours instead of money for the 
one where he considered his exploitation of labor takes place. 

The omission of the institutional field undoubtedly fits their contention. 
If all property were reduced to one common ownership, as in Soviet Russia, 
then of course this buying of the same materials in manufactured form 
would disappear, and with tt would disappear all of the prices of all com- 
modities and all institutional capital of common and preferred stocks, 
undivided surplus and debts built upon the money-price system. In other 
words, both kinds of exploitation by both kinds of capital would disappear 
when rationing takes the place of buying and selling. 

I am not here considering the validity of the communist scheme, nor 
whether the New Deal is making mistakes in introducing a scheme of 
collective democracy. The latter scheme starts with the institutional factors 
of money, prices, wages, bargaining, indebtedness and the assets and lia- 
bilities of individuals and corporations. Materials come, not at their man- 
hour cost of production, but as assets and liabilities at their changing mar- 
ket prices. Corey musinterprets Marx when he substitutes dollars for man- 
hours. The communist scheme starts with technological factors of pro- 
duction and with efficiency, measured by man-hours. I am only considering 
that, upon either scheme, during the past fifteen years the official statistics 
in America furnish quantitative material which, properly selected and 
avoiding the substitution of dollars for man-hours, may support that theory. 
The collective democracy theory differs in that it does not omit any of the 
classes participating in the national economy but endeavors to obtain a 
better balance among them, by reducing their measurement to dollars. The 
communistic theory starts by eliminating all classes except wage-earners, but 
even so considers them as social man-hours instead of individual or col- 
lective bargainers. The fact that these other classes, such as investors, farm- 
ers, small capitalists, lower salary workers, exist and can organize as bar- 
gainers, even better sometimes than wage-earnets, is a very practical pro- 
test against eliminating them from the statistics as well as eliminating 
them from a theory of value, like the labor theory, which frames its defi- 
nitions so that they will be eliminated from the statistics. 

The other critical years, 1929 and 1931, which I select for comparison 
of the two theories, show similar statistical results. In the year 1929, from 
the Statistics of Income the total operating costs were 65.8 billions. De- 
ducting wages (11.6 billions) the costs of materials were approximately 
54.2 billions, or 3.5 times Corey’s census cost of raw materials (15.4 
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billions). On the output side the figures are 47.1 billion dollars for “value 
output” (Corey, p. 83) and 69.2 billion dollars gross sales (Commons, 
p. 563), a difference of 22.1 billion dollars, due to the difference be- 
tween merging manufactures as a whole into a single unit and treating 
manufactures as a series of about 96,000 individual corporations, each sell- 
ing to other manufacturers and to customers generally. In that year also 
Corey’s variable capital was wages of 11.6 billion dollars; his “constant 
capital” was 17.7 billions (raw materials 15.4 billion, depreciation 2 
billion). Total physical capital amounted to 29 billion dollars. Since his 
“value output” is 47 billion dollars, his surplus value, or exploitation of 
Jabor, is 18 billion dollars (47 billion less 29 billion dollars). Here the 
opportunity for market exploitation is limited by the gross sales (69 
billion), while the opportunity for factory exploitation is limited by value 
output (47 billion dollars). 

In the year 1931, from the Statistics of Income, the total operating 
costs were 43.3 billion dollars. Deducting the “variable capital” (wages 
7.2 billion) the costs of all materials were 36.1 billion dollars as compared 
with Corey’s census cost of raw material (8.4 billion dollars). To the latter 
are added depreciation, 2.1 billions, making the “constant capital” 10.5 
billion, and the total physical capital (constant and variable) 17.7 billion 
dollars. But the institutional, or “total” capital was 48.5 billion. On the 
output side, for 1931, the figures are 27.9 billion for Corey’s “value out- 
put’; but for gross sales as “value income” they are 41.9 billion, a difference 
of 14 billion due to the difference between the merger method of the 
census and the establishment method of the income-tax authorities. Since 
Corey’s “value output” for 1931 is 27.9 billion dollars, his “surplus value,” 
or exploitation of labor, is 10.2 billions (27.9 less 17.7 billion). Here the 
opportunity for market exploitation is limited by gross sales, 41.9 billion 
dollars, while the opportunity for factory exploitation is limited by value- 
output, 27.9 billion dollars. 

The question arises: Is a capitalist system like that of America to be 
investigated on a theory and with statistics which obliterate, by merging, 
all establishments into a single national productive unit, or on a theory 
and statistics which retain the individual establishments? Analyzed to its 
ultimate terms, the difference is between the total Wealth of a nation 
and the total Assets and Liabilities of all establishments. 

The question then arises, is the capitalistic system based on the accumu- 
lation of past physical capital created by labor, with its “surplus value” 
ranging from 126 to 155 per cent of wages paid out, or is it based on an- 
sicipations of future net incomes created by speculations and forecasts of 
the future? Corey’s speculations of the future give an intangible capital of 
common and preferred stock and undivided profits or surplus, to which I 
would add the credits and debits of the borrowing and lending system. 
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I would make the difference between the physical “capital” of past accumu- 
lations and the intangible “capitalizations” of the future much larger 
than the differences between his “capital” and his “total capital” (capitaliza- 
tion). In the first place, the capitalist system, consciously or unconsciously, 
exploits investors probably to as great an exent as it exploits laborers. In the 
second place, it exploits farmers even more than it exploits laborers or 
investors. Corey treats these investors and farmers as capitalists, and so 
eliminates them from exploitation, reserving his surplus value only to the 
excess of “value output” over their “variable capital” (wages). Corey also 
eliminates upper salary earners as belonging to the capitalist class. The 
communist theory, presented statistically by Corey, resolves itself into a so- 
cial philosophy which looks on wage-earners alone as productive and proper- 
_ ty-owners as unproductive. This probably arose from Marx and Corey’s 
observation that investors were passive and farmers were inefficient, as 
compared with the great combinations of physical capital and mass produc- 
tion to which we look for inventions and efficiency. The inefficient and 
passive participants should be eliminated. 

This theoretical elimination of investors, farmers, small capitalists, and 
lower salary earners is the sure indication that the Marx-Corey theory and 
statistics inevitably drive to fascism instead of communism or socialism. 
Investors, farmers, small capitalists and salary workers in Italy and Ger- 
many have shown that they can organize for fighting purposes far better 
than wage earners, and the same is undoubtedly true in America. The 
problem of collective democracy, instead of drifting into dictatorial fascism 
or communism, requires that all of these conflicting organized classes shall 
have a voice in the economic and political adjustment. This makes the prob- 
lem far more difficult than a seemingly simple one that can be solved quickly 
by a capitalist or communist dictatorship based on violence and revolution 
that wipes out the other classes. 

Almost every transaction has an element of risk. It creates a debt which 
must be paid in a short time or long time. The profit-taker has previously 
become a debtor to all other classes—to laborers for wages, to farmers, min- 
ers, manufacturers, railroads, for materials and services; to investors for 
capital; to the government for taxes, and so on. His profits are the ex- 
pected margin between all his outgoing liabilities and his expected gross 
sales as his incoming assets. These expectations of margins for profit are 
capitalized in the changing present as common and preferred stock and 
undivided surplus. These items Corey omits, under his term “total capital,” 
from his calculations of surplus value. Yet he computes a rate of profit, 
on total capital, of 9.2 per cent in 1923, 7.5 per cent in 1929 and a minus 
in 1931. In this case he departs from his physical base and takes the highly 
fluctuating values of common and preferred stock, as his bases. This is 
superfluous. It is the margin for profit more than the rate of profit on 
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which capitalism rests. The margin for profit is the gross income from 
sales minus the gross outgo for all other factors in production. It is the 
margin of changing assets and liabilities. I calculate, from the Statistics of 
Income, for the same years as above in manufacturing corporations, an 
average margin for profit 1.9 per cent of gross sales in 1923, 3 per cent 
in 1929 and a loss of 5.9 per cent in 1931.° 

If the profit system is to continue, then its statistical calculation is not 
so much the rate of profit whose base is the highly fluctuating stocks and 
bonds, nor is its base Corey’s accumulation of physical capital in the past, 
which changés in value with changes in prices. It is the margin for expected 
profit, which, in turn, capitalized in the present, gives value to stocks and 
bonds. Risk, initiative, expected profit, are the dynamic factors in a capital- 
ist civilization, and in a collective democracy one of the problems is to give 
to profit its due place but to restrain its excesses without destroying its 
initiative. This must be done from day to day, year by year, without giving 
up discouraged because fascism or communism is inevitable anyhow. 

Many other complex problems arise from a collective democracy. Some 
of them Corey disregards, such as the problem of monetary and credit 
stabilization, because money plays no part in communism. Other solutions 
he attacks, often with arguments which should carefully be considered. 
A basic proposition with him is that capitalist production has already prac- 
tically reached its limit owing to private ownership of resources throughout 
the world. Technical progress cannot proceed further, he says, and it is 
this obstruction that marks the “decline” of capitalism.° The decline be- 
gan about 1890 in America. 

To those who persistently reply that there are millions of unfilled wants, 
and if people would all go to work and work longer and harder—the 
fascistic solution—then all these wants would be satisfied, he answers that 
it is not their unwillingness to work, but their inability to get ownership 
or access to natural resources which are withheld from use by the present 
owners for the sake of profit, rent and interest. To this we agree, but 
the method of collective democracy is to take up these and other obstacles 
piecemeal and experimentally. To do so requires us to make, as Corey 
does not, a complete analysis of profit, rent, interest, wages and materials, 
and a more perfect relation of institutions to technology. This is the more 
difficult practical economic problem of balancing interests that are con- 
flicting instead of wiping out all other interests by the one that gets military 
control of the state. 

JOHN R. COMMONS 

University of Wisconsin 


° Commons, Institutional Economics, p. 5268. 
» Corey, p. 223ff. 


THE ALLOCATION OF JOINT COSTS IN MULTIPLE-PURPOSE 
HYDRO-ELECTRIC PROJECTS 


Public development of the water resources of drainage basins for flood control, naviga- 


tion, electric power and other useful purposes raises the question as to how the joint costs ~ 


are to be allocated among the several complementary utilities. The non-vendible character 
of certain utilities renders allocation by reference to a free market impossible. The intangible 
nature of certain benefits, the generality of their incidence and the probability that their 
relative values may change considerably over the life of the project make it difficult to 
allocate joint costs on the assessment principle. No objective formula is possible; joint 
costs must be allocated by reference to social policy. The logic of the situation supports a 
policy of charging all, or at least a large part, of the joint costs to the general public 
revenue in the same way as other social services, Electric power produced by such projects 
tends to be priced on a by-product basis. Existing private electric companies, which derive 
their sole support from the sale of electricity, cannot meet this competition. 


The federal government is now either actively engaged in, or is con- 


templating, the systematic development of certain of the nation’s principal , 


rivers for a variety of useful purposes, such as: flood control, navigation, 
water supply, electric power, irrigation, sanitation, public recreation and 
conservation of natural resources. In these complex, or multiple-purpose, 
undertakings hydro-electric power generally plays a conspicuous, although 
variable, part. If the volume of water and the amount of fall are great, as 
in the case of the Tennessee and Columbia rivers, and if no other more 
important use of the available water exists, then hydro-electric power may 
be the predominant feature of the project. On the other hand, if the physical 
conditions are unpropitious for power development, or if some other con- 
flicting use, such as irrigation or flood control, is deemed of greater social 
significance, then hydro-electric power may be only a minor consideration. 
In either case, however, the problem arises as to how the joint costs of the 
entire undertaking should be allocated to the various purposes involved. 
The price at which hydro-electric power produced by such projects is to be 
sold will depend upon the way in which these joint costs are allocated. 
Although the movement for national development of water resources by 
means of multiple-purpose projects is as yet barely started, a violent con- 
troversy has grown up among conflicting interests with respect to this 
question.’ Because of the importance of the issue to the various interests 


1 Much of the controversy centers upon the Muscle Shoals plant of the Tennessee Valley 
Authority, On Sept. 14, 1933, the TVA, in announcing its rate policy, said, “The power 
project is designed to be strictly self-supporting and self-liquidating” (news release). On 
Sept. 15, 1933, it said, “Muscle Shoals shall be entirely self-supporting and ‘bankable, in 
other words, a business enterprise.” In the same news release, under the heading of 
property value, it made the following statement: “Obviously there has not been time to make 
a determination of the ‘present value’ of the property at Muscle Shoals, as required by 
Congress, or to allocate that value, as the law requires, between navigation, flood control, 
fertilizer, national defense, and power. An estimated property figure for the*hydro-electric 
property has been used. Since this is a business enterprise we have set'up as a basic figure the 
amount which a business man would be willing to put into a plant at Muscle Shoals, based 
in part on the cost of similar construction work in recent times. To this figure we have added 
25 per cent, to be conservative, since the higher the capital figure, the greater the fixed ex- 
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concerned, it appears certain that as more of these projects are brought to 
completion and placed in operation, the range and intensity of the con- 
troversy will increase. The ultimate fate of numerous projects now being 
contemplated,” the administrative and financial policy with respect to those 
now under construction, the welfare of millions of people and thousands 
of local communities, and the future status of the established electric power 
industry will be conditioned by the decision as to how these joint costs are 
to be allocated. The question, therefore, appears to be worthy of the most 
serious consideration. The present discussion is to be viewed as an explorative 
venture rather than an attempt to formulate a definitive procedure. 

The importance of the subject is recognized by the National Resources 
Board in its report to the President on December 1, 1934. Referring to the 
advantages of multiple-purpose development, the Board says: 


It has been the custom generally to approach a water factor as presenting only 
the one specific problem of control or use; for instance, elimination of a flood 
hazard, or navigation, or irrigation, or power. Study of many situations indicates, 
however, that frequently the combination of factors is such that achievement of 
some particular objective may be promoted by combining other objectives with it. 
Usually a project is conceived because of some one hazard or of some one desired 
use; but if a large view is taken it becomes apparent that other uses are potential 
and should be included in the project, in order, on the one hand, to secure the 
greatest total benefit from the natural resource, and, on the other hand, to make 
the cost of each component benefit less than it would otherwise be (Report, p. 
263). 


Again, in discussing the problem of cost allocation in relation to partic- 
ular benefits, the Board says: 


Arrangements and manipulations (of natural resources) involve costs of vari- 
ous kinds. Benefits may accrue to particular individuals in a measure greater than 
that in which they accrue to other members of a group. Likewise costs may fall 


penses.” Later, Dr. A. E. Morgan, chairman of TVA, in his testimony before the House 
Committee on Appropriations, indicated that the value as tentatively determined was 
$20,000,000. Mr. David E. Lilienthal, director of TVA, in discussing this subject before a 
round table conference of the American Economic Association at Chicago, Dec. 26, 1934, 
stated that the problem of joint cost allocation was being given serious attention but that 
no final decision had been reached. In its first annual report to Congress, Dec. 22, 1934, TVA 
stated that a final allocation had not yet been made (p. 33). The failure of TVA to reach a 
final decision on this matter is indicative of uncertainty as to methods and principles. Private 
power interests have taken advantage of this situation in their criticism of TVA. For ex- 
ample, see the address of Mr. Wendell L. Willke, president of the Commonwealth and 
Southern Corporation, before the American Statistical Association, New York, Sept., 1934. 
For a similar criticism, note the address of Mr. W. L. Abbott of the Commonwealth Edison 
Company at Chicago, Jan. 31, 1935, as reported in the Chicago Tribune of Feb. 1, 1935. 

* The National Resources Board indicates that one of the chief obstacles to a comprehen- 
sive public works program is the reluctance of local communities to assume their proper 
share of the costs (Report, 1934, p. 267). The Mississippi Valley Committee of the Public 
Works Administration insists on this same point even more strongly (Report, 1934, pp. 27 
and 28). A similar view is expressed by the President's Interdepartmental Committee in 
Development of the Rivers of the United States, House Doc. 395, 73d Cong., 2d sess., pp. 
9, 13 and 23, June 4, 1934. 
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on particular individuals in a degree greater than they fall on others of the group. 
Adjustments of benefits and costs, both total benefits in respect to total costs, and 
individual benefits in respect to individual Contributions, is an important aspect 
of the problem of development of water resources. Many benefits, and perhaps 
many costs, are intangible. While it is good policy to have regard first for the 
relation of tangible benefits and costs, it is of importance to recognize and develop 
a technique for discovering and appraising intangible benefits and costs, and to 
give them proper consideration. Coordination of benefit and contribution to cost 
cannot be equitable until intangibles are recognized and evaluated (page 265). 


While the Board is cognizant of the problem and the difficulties involved, 
it is not prepared as yet to formulate any specific principles of procedure or 
to suggest any rigid formula for allocating joint costs. It leaves the question. 
open by recommending further study and, particularly, the investigation 
of new costing technique appropriate for collective as opposed to private 
enterprise. In its own words: 

This involves studies in social as well as in private accounting. .. . ‘It is also 
highly desirable to investigate the need of revision of conventional costing tech- 
nique; to discover a technique iarly suitable to collective undertakings which 
attaches major weight to basic elements of cost such as labor and materials, and less 
weight to costs arising out of individual privileges and rights, which makes new 
evaluations of the elements of cost when there is employed creatively labor which 
otherwise might have to be provided subsistence when idle (p. 267). 


The National Resources Board also recognizes the ultimate possibilities of 
the multiple-purpose type of project as they relate to hydro-electric power. 
It says, “Thus a multiple-purpose project may be practicable where a single- 
purpose project would be utterly impracticable.”® Again, ‘The combining 
of power-generating facilities, where technically practicable, with any type of 
dam (whether built for flood control, low, water control, navigation or 
recreational purposes) may make economically feasible many a project which 
otherwise might not be so.’’* It is frankly recognized that electricity, in these 
multiple-purpose projects, may be a by-product: 

The capital cost properly attributable to the generating unit is, not the cost of the 
whole undertaking, but merely the extra costs of installing generators and trans- 
mission lines. Then a power project which would have been unprofitable, consid- 
ered purely on a commercial basis, may earn a satisfactory return upon the cost 
allocated to the generating unit.” . . . In some cases its (the government’s) plans 
for flood control, or other uses of water, would enable it to provide hydro- 
electric power as a by-product at slight direct cost.® 


This last quotation is descriptive of an extreme case in which all the joint 
costs are allocated to some other benefit, such as flood control; and electric 


*P. 325. 

*P. 275. s 

* P. 39. 

*P. 40. See also Mississippi Valley Committee Report, p. 45; Development of the Rivers 
of the United States, p. 52; and First Annual Report of TVA, pp. 2 and 4. In the latter 
report electric power is referred to repeatedly as “surplus” power. 
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power is charged only with the separable costs, such as power house, gen- 
erators and transmission lines.’ The other extreme would be where all costs, 
both joint and separable, are charged to electric power.* Between these two 
extremes a great variety of allocations is possible. 

It is obvious that deep-seated and conflicting group interests are at stake 
in connection with the allocation of these joint costs. On one side are 
ranged those groups which, for one reason or another, desire to charge all 
costs, both joint and separable, to hydro-electric power. Chief among these 
are the private power companies, They are fundamentally opposed to any 
public development of power because they recognize it as a threat against 
their present monopoly position. They are especially fearful of public de- 
velopment by means of the multiple-purpose project, first, because they 
realize the relative superiority of this type of organization as compared with 
the single-purpose type on which their business is founded, and, second, 
because. they are conscious of the competitive potentialities inherent in the 
factor of shiftable joint costs. If hydro-electric power is to be supplied as a 
by-product by publicly owned, multiple-purpose organizations, then the days 
of privately owned power companies are numbered. If, however, power 
from multiple-purpose projects should be burdened with all the joint costs 
in addition to the separable costs, the price in many instances would be so 
high that private companies would appear to advantage in comparison. 
_ Thus, it is decidedly to the interest of the private companies to insist upon 
a policy of charging all joint costs to hydro-electric power. It is apparent, 
however, that such a policy would have the effect of denying to the con- 
sumers of such power any benefit from the economies inherent in the 
multiple-purpose type of undertaking. 

"It would be possible, however, to go even beyond this point and assign no costs what- 
ever to such electricity. For example, if the entire project were constructed from the 
proceeds of heavy income and inheritance taxes, there would be no costs to allocate. In this 
event, electricity could be provided free, or at a nominal price just sufficient to cover oper- 
ating costs. For a good discussion of this theory of financing public works see “What about 
Public Works?” by David Cushman Coyle, Harper's Magazine, vol. 170, pp. 146-158, Jan- 
uary, 1935. The National Resources Board recognizes this possibility in a modified form 
when it infers that relief labor used on these projects might be charged against general public 
revenue rather than against the project itself. In this event, not even all the separable costs 
would be borne by hydro-electric power (Report, p. 267, cited above, and p, 273). 

“If the market will absorb the power at a sufficiently high price, it is possible to cover 
all costs, both joint and separable, and, in addition, secure a profit, which may be used for 
amortization, expansion or general revenue purposes. If this policy is pursued, no problem 
of cost allocation is involved; the question then reduces to one of what the traffic will bear. 
Boulder Dam is an example (Mississippi Valley Committee Report, p. 77). A similar 
tendency to use electric power as a “liquidating” factor is observable in irrigation and 
reclamation works. In the Caspar-Alcova project the total estimated cost is $240 per acre, 
of which only $80 per acre is to be charged to the land, the remaining $160 per acre being 
charged to p8wer. Thus, power would liquidate two-thirds of the investment, after which 
the profits from power would go into the reclamation fund to be used to finance other 


projects. Distribution of Power Revenue, Hearings before the House Committee on Irriga- 
tion and Reclamation on H.R. 9124, 73rd Cong., 2nd sess., June 2-14, 1934. 
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_ Other groups adhere to this same general view, although for different 

reasons. ‘Those who believe that public works should be self-liquidating, 
and who see in electricity the only vendible utility present, insist that it be 
charged with the entire cost of the project, thus providing sufficient revenue 
to cover all costs including amortization of the investment. This view is 
obviously inspired by the fear that some portion of the cost, specifically that 
incurred for the non-vendible utilities, will otherwise have to be met from 
taxation. Still others, such as special beneficiaries from irrigation, flood 
control and navigation facilities, may be disposed to favor this same policy 
in the hope that they may thereby shift the cost of their own special benefits 
to the consumers of electricity. This attitude is likely to prevail where the 
special benefit accruing to any particular group outweighs the usage of 
electricity. In each of these instances that method of allocating joint costs is 
favored which is most advantageous to the interest of the group in question. 
There is no evident concern for the equitable distribution of costs among 
eil who participate in the collective enterprise. 

The same spirit of self-interest may be observed among those who favor 
the other extreme, that is, charging hydro-electric power with only the 
separable but none of the joint costs. The advocates of this policy are the 
consumers of electricity, including municipalities and industrial establish- 
ments, who are primarily interested in securing electricity at the lowest 
possible cost. Under this plan all the joint costs would be allocated among 
the other utilities and would be met by special charges commensurate with 
benefits received or, if this should prove impracticable, out of general taxa- 
tion. Since, however, these other utilities are in general non-vendible and 
of an intangible character, it would be extremely diffcult to establish satis- 
factory methods of charging for them. This being true, it appears certain 
that, if this theory should prevail, a very considerable portion of the joint 
costs would have to be met from general taxation. While it is obvious that 
this method of cost allocation would result in cheap electricity for consumers, 
it is equally clear that it would work to the disadvantage of other interests 
in society who would be required to bear all the joint costs. Whether this 
fact is sufficient to condemn the method as socially undesirable or whether 
there are other considerations that render it acceptable will be discussed 
later.° 

The difficulties inherent in the allocation of these joint costs have been 
increased by the ill-fated attempt to use these projects as ‘‘yardsticks,” or 
“measuring rods,” with which to test the fairness of rates being charged 
by private power companies. According to this theory, the cost of producing 

° The Mississippi Valley Committee of the Public Works Administration recognizes this 
possibility. While it insists on the theory of self-liquidation and direct responsibility for 
special benefits conferred, it admits “that a new concept of public responsibility for social 


betterment may have its influence on policies established in the light of present viewpoints” 
(Report, p. 29). 
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electricity would be determined in these publicly owned and operated plants. 
Private companies would then be forced to conform to the standard so 
determined. These undertakings, therefore, would perform the twofold 
function of supplying a variety of useful services and providing a punitive 
weapon to be used against recalcitrant private monopolists. The simplicity 
and directness of this reasoning make it very popular, particularly at a 
time when the public is generally convinced that electric rates are too high 
and that existing regulation is ineffective. For this reason the “yardstick” 
theory constitutes, in the minds of short-sighted political leaders, a seem- 
ingly effective instrument of political strategy. 

Although the “yardstick” theory may possess considerable efficacy as a 
political device for arousing and stimulating an otherwise apathetic public 
opinion to support desirable public enterprises, it cannot withstand critical 
analysis on its merits. For this reason it is likely to prove a boomerang, 
once its inherent fallacies become generally recognized, in which case it 
will have done more harm than good for the cause of multiple-purpos# 
developments, The multiple-purpose project is a distinctive type of insti- 
tution; it is a public, collective enterprise embracing many desirable, inter- 
dependent utilities, of which electricity is merely one; it obeys the laws of 
its own delicately inter-related parts without regard to the activities of 
extraneous, dissimilar institutions. It differs greatly in nature and function 
from a single-purpose, privately owned, profit-seeking electric power con- 
cern. These two types of institutions, being fundamentally dissimilar, cannot 
be placed on a comparable basis. Any attempt to do so by artificial manip- 
ulation must inevitably do such violence to the facts of the case as to be 
foredoomed to failure. 

Yet this is exactly what the “yardstick” theory purports to do. It attempts 
to measure the cost of producing electricity in one kind of institutton— 
namely, the single-purpose, private company—by reference to the cost in 
a multiple-purpose, public undertaking. In order to give this public “yard- 
stick” some appearance of reality, it is necessary to assign arbitrarily a 
sufficient portion of the joint costs to electricity production so as to bring 
the investment per unit of capacity up to a substantial parity with that of 
private companies. Otherwise, the two are not comparable and cost com- 
parisons are meaningless. Yet the circumstances in a given case might be 
such as to justify an entirely different allocation of joint costs. In this event 
any effort to qualify the project as a “yardstick” would necessitate an 
artificial cost allocation that would violate the harmony of inter-related 
factors within the project itself. Such procedure would in effect deny to 
those who use electricity supplied from such a project the saving in capital 
cost which the multiple-purpose type of organization makes possible. It 
would seem preferable, therefore, in any given case to allocate the joint 
costs on the basis of the relationship among the interdependent utilities 
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involved rather than with regard to the possible disciplinary effect on 
some outside organization.” 

The allocation of joint costs in these multiple-purpose undertakings is 
beset with many difficulties which, for purpose of convenience in discus- 
sion, may be classified under the following heads: (1) the non-vendible 
character of the utilities involved; (2) the intangible nature of the benefits . 
to be conferred; (3) the time factor, and (4) the incidence of benefits. 
They will be discussed briefly in the order given. 

Many, in some instances most, of the utilities accruing from the compre- 
hensive development of the water resources of a drainage area or basin are 
non-vendible. That is, they are not forthcoming in a form that renders 
them readily saleable in the ordinary processes of exchange. In this respect, 
then, these public enterprises are different from private business, which 
makes vendibility the test of production. It follows, therefore, that the 
joint costs incurred in the production of these several utilities cannot as 
a whole be allocated by reference to the operations of a free market. Instead, 
the allocations must be made on the assessment principle. That is, some 
public body, endowed with the requisite legal power, must make the alloca- 
tions and enforce them, even to the point of compulsion. The sanction for 
this procedure is the general welfare of the social group. The final decision, 
then, is a social, rather than an individual, one and will be conditioned 
by the prevailing social thought of the people to whom the administrative 
body in question is ultimately responsible. 

This view is applicable to such utilities as flood control, navigation, pre- 
vention of stream pollution and public recreation. While they all possess 
social value in the sense that they make significant contributions to public 
welfare, these values are not measurable by reference to a market. Yet, 
since the joint cost is incurred in part for the express purpose of creating 
these values, some portion of it is properly assignable to each of them. 
If, as is easily foreseeable, no practicable method can be devised to recover 
these assigned costs directly from individual or communal beneficiaries, they 
must be met from general taxation. The mere lack of a collection device 

1 This is the position taken by the National Resources Board in its report. In discussing 
the economic and social value of multiple-purpose projects the Board makes no mention of 
the “yardstick” theory. The Mississippi Valley Committee is apparently of the same mind. 


The TVA, on the other hand, feels under some public obligation on this score (Asawal. 
Report, pp. 24 and 34). 

“The President’s Interdepartmental Committee recommended that some system of 
charges, sufficient to amortize the investment, be agreed upon before such projects were 
started (Development of the Rivers of the United States, p. 23). Mr. Henry A. Wallace, 
Secretary of Agriculture, in a supplementary statement (p. 13), insisted that Congress 
allocate the joint costs and fx a schedule of tolls, rates and other charges for each service. 
Mr. Harold L. Ickes, Secretary of the Interior, in another connection, recomended that his 
department be granted the exclusive power to allocate costs and fix the charges for reclama- 
tion projects (Hearings on H.R. 9124, pp. 2 and 3). Later reports, however, are not so 
confident on this point. The Mississippi Valley Committee, while insisting that costs be 
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does not justify the shifting of this part of the joint cost to some vendible 
utility that happens to be present, such as electric power, irrigation of 
water supply. These latter should bear their proper proportion of the joint 
cost but should not suffer a penalty because of their relatively greater 
vendibility.*? 

Not only may the public benefits from these projects be non-vendible, 
but they may be of such an intangible character that they cannot be evaluated 
in monetary terms.1* Consider, for example, flood control which ordinarily 
yields both tanglible and intangible benefits. The former may be calculated 
with reasonable accuracy by ascertaining, on the basis of past experience, 
the extent to which a given degree of flood control would prevent damage 
to land, buildings, roads, bridges, crops and livestock. The total annual 
loss that might thus be prevented could then be capitalized, say at five per 
cent, to give the capitalized value of the tangible savings. This figure might 
then be used as a basis for allocating to flood control its share of the joint 
cost of a multiple-purpose project. This method is commonly used by the 
United States Army Engineers in their studies.‘ It fails completely, how- 
ever, to make any allowance for the intangible benefits, such as the increased 
happiness and well-being of the people who are thereby relieved from the 
fear of impending death, injury, exposure, and destruction of their homes 
and property. In terms of social gain this latter benefit may be far more 
important than the former. Yet it is immeasurable in any objective sense, 
Nevertheless, if some portion of the joint cost of such a project is to be 
assigned to flood control, a way must be found to translate these subjective, 
intangible benefits into money values. The only practicable solution is to 
submit the question to the arbitrament of organized society. How much are 
the people, acting collectively, willing to pay for these intangible benefits? 

The same reasoning applies to the other related utilities. Some, such as 


allocated in accordance with benefits conferred, is not prepared to suggest any practicable 
way to collect the costs so assessed. The National Resources Board goes even farther; it 
recognizes the impossibility of charging for certain benefits and implies that they should be 
reparded as social rather than individual obligations. This transition from an arbitrary 
benefit theory, based on the principle of self-liquidation, to a social service theory is sig- 
nificant. 

“The Mississippi Valley Committee, presumably because it felt obliged to conform to 
the self-liquidation principle stipulated in the National Industrial Recovery act, lays great 
emphasis upon electric power as a liquidating factor (Report, pp. 53 and 77). 

= “Because many benefits do not have monetary equivalents, they are disregarded in 
reports which consider only the calculable items. The immeasurable benefits, however, should 
be included as a factor in any evaluation procedure” (National Resources Board, Report, p. 
368). “Indirect flood contro] benefits will perhaps be even more important than direct 
benefits, but are difficult to evaluate. They will include avoidance of loss of life, prevention 
of unsanitary conditions and spread of disease in flooded areas, and reduction in losses 
due to aia of manufacturing and commerce” (Tennessee Valley Authority, Annual 
Report, p. 9 

“For example, see Wabash River, Ohio, Indiana, and Illinois, House Document No. 
100, 73rd Cong., Ist sess., Feb. 18, 1933, p. 9. 


232 Horace M. Gray [June 


irrigation and electric power, yield benefits that are predominantly tangible, 
for which an allocation of joint costs proportionate to the tangible benefit can 
be made. Even here, however, there are intangible values that merit some 
consideration.** In the case of others, such as public recreation, prevention 
of stream pollution, national defense and conservation, the intangible may 
outweigh the tangible benefits. In this event it becomes impossible to 
allocate joint costs by assessing them against the direct beneficiaries. The 
benefits are so general and so imponderable that the cost of providing them 
must be met from public funds, in the same way as public education, 
public health and police protection. Since no two projects are likely to yield 


the same combination of tangible and intangible values, there can be no. 


general formula appropriate for all cases. Each must be treated separately 
and the joint costs allocated according to existing circumstances. In every 
such project there will be some intangible benefits which can properly be 
charged to the general public revenue. The proportion of the joint costs 
to be handled in this way, however, will vary directly with the variety and 
extent of the intangible benefits that accrue. 

A third difficulty centers on the time factor. Shall the allocation of joint 
costs be made now and in the light of present circumstances, or shall it be 
made on the basis of conditions that may reasonably be expected to prevail 
in the future? Shall that portion of the joint costs to be met from taxation 
on account of intangible benefits be determined now before the full measure 
of such benefits has been demonstrated and before public opinion has had 
an opportunity to experience and evaluate them, or shall it be determined 
by reference to the future? Shall some definitive allocation, which will bind 
coming generations, be made now, or shall present arrangements be re- 
garded as merely tentative and subject to future adjustment? It is clear that 
the short-range outlook of private business affords no satisfactory basis of 
departure in dealing with this problem. These projects are new social 
institutions unlike anything in our previous experience. Their ultimate 
potentialities for public welfare lie largely in the distant future; and, if 
these possibilities are to be realized, present administrative policies must 
be directed toward long-time objectives. Our lack of experience in this 
regard and our inability to visualize the ultimate effects of these enterprises 
upon general welfare are not sufficient reasons for ignoring the element 
of futurity. 

A few examples will illustrate the point. Suppose that a multiple-purpose 
project, among other things, provides a navigation channel, but that at 
present there is little demand for water transport. Under such conditions 
it would appear unreasonable to allocate any considerable portion of the 


-I “Of the returns (from electric power) in terms of social well-being, national safety, 
agricultural and industrial advance, and of individual happiness and security, there is no 
yardstick adequate for the measuring’ (Mississippi Valley Committee, Report, p. 53). 
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joint costs to navigation. If, however, the increased resources of the area 
should attract new industries, there might develop within a few years an 
extensive water-borne commerce. In this event navigation would make a 
large contribution to the total social utility accruing from the project and 
might properly absorb a considerable portion of the joint cost. Likewise, 
flood control at the time of construction might be relatively insignificant 
because of the undeveloped condition of the area subject to flood. If, how- 
ever, the wealth and population of the area increase because of scientific 
exploitation of its basic resources, flood control may become an issue of 
major social significance. The attitude of the people toward it would then 
be completely changed; whereas formerly they would have paid nothing 
for such protection, they now would be willing to pay very considerable 
sums. Again, the people of an area may, from lack of education and expe- 
rience, be almost completely oblivious to the benefits derivable from public 
recreational and sanitary facilities. Consequently, they would pay nothing 
for such services. If, however, the development of the area improves their 
economic position and affords them an opportunity to experience these 
benefits, their attitude may be changed, in which case they would place a 
high value on these utilities and be willing to pay something for them. 

In view of the fact that these multiple-purpose projects are designed to 
promote economic welfare of the people over a long period, it would seem 
unwise to establish at the time of construction some rigid allocation of costs 
which may be entirely out of harmony with the conditions of the future. 
If the scientific, integrated development of basic resources within an area 
actually succeeds in improving the economic and social life of the inhab- 
itants, it is certain that their social outlook will be profoundly affected. 
A new scale of values will be established; utilities that formerly were 
ignored or held in low esteem will be elevated to a position of high rank 
in the scale of relative desirability. If the burden of supporting these public 
undertakings is to be apportioned over a long period in some approximate 
accordance with changing scales of values, then present cost allocations 
should be tentative and subject to periodic adjustment. 

A fourth difficulty arises in connection with the incidence of benefits. 
Some benefits are primarily individualized or local, while others are social- 
ized or general. Each particular utility possesses something of both char- 
acteristics, but the combination varies in each case. Electric power, for 
example, contributes benefits that are primarily individual or local—that is, 
the benefit accrues directly to the individuals or local communities who 
use it. At the same time, it creates social or general benefits. When elec- 
tricity from one of these multiple-purpose projects is diffused over a wide 
area and rflingled with power from many interconnected sources, it assumes 
national rather than local significance. When it contributes to the efficiency 
of industry, the general improvement of living conditions, the national 
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defense, or the conservation of natural resources, it performs a social rather 
than an individual function. These latter benefits appear to be more and 
more emphasized in the case of electricity, and to this extent it tends to 
lose its early individualistic character and to assume the rôle of a social 
service. As it does so, social considerations come to play an increasingly 
prominent part in all questions of public policy concerning it. 

In flood control projects a great variety of combinations of local and 
national interest may obtain. In certain cases, such as a large storage 
reservoir on some tributary stream, there may be no local interest of any 
significance involved; practically all the benefit will accrue on the main 
stream, perhaps many miles distant. This general benefit will be so diffused 
that it is impossible to trace its final incidence to any individual interest or 
to any local community. In other cases, a particular project may protect a 
populous city, or valuable farm land, or industrial property, but make little 
contribution to the control of floods downstream, Hence, it is primarily 
local in respect to its benefits; and very little national interest attaches to it. 
Irrigation and water supply produce benefits the incidence of which is 
primarily individual. Most of the remaining utilities, however, such as navi- 
gation, conservation, public recreation, sanitation, preservation of wild life 
and regulation of water flow, contribute social rather than individual ben- 
efits. While it is true that individuals derive great advantage from them, yet 
these gains are so widely diffused and affect so many people that they 
cannot be regarded as special benefits to any particular individual or group 
of individuals. They belong to the nation as a whole. 

Where the benefits are so diffused that their incidence cannot be traced 
to some individual or community, it is impossible to assess any portion of 
the joint cost directly to ultimate beneficiaries. Yet this total cost was in 
large part incurred for the express purpose of creating these utilities. For 
this reason, then, they should properly be charged with their proportionate 
share of the joint cost. Since, however, there is no possibility of recovering 
from individual beneficiaries the cost assigned to these social utilities, it 
must be met from public funds. Thus, the same conclusion prevails here 
as in the case of intangible values; they must be a charge upon public funds 
because of their social nature. 


The foregoing analysis indicates that it is impossible to allocate these 
joint costs with scientific precision. Moreover, any attempt to allocate them 
by political action, such as Congressional legislation or administrative order, 
is likely to prove futile in a democratic system. The conclusion, therefore, 
seems inescapable that the joint costs must be treated as a general charge 
upon the public revenue in the same way as other social services.eThis solu- 
tion, while in conflict with the capitalistic tradition, is nevertheless in 
harmony with the social nature of these undertakings. They are social 
institutions designed to promote the general welfare by supplying a variety 
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of useful services. The joint costs are incurred, not for any particular benefit, 
nor for the advantage of any individual or group of individuals, but for 
the general good. Hence, it is proper that they should be borne by society 
generally rather than by individual beneficiaries. The same reasoning, how- 
ever, does not apply in the case of special costs incurred specifically for the 
benefit of particular individuals, groups or communities; here the direct 
beneficiaries should bear the separable costs incurred for their special benefit. 
In respect to hydro-electric power, this theory leads straight to the “‘by- 
product” method of charging for electricity. Power from such multiple- 
purpose projects would be charged only with the separable costs, such as 
power house, turbines, generators, transmission lines and auxiliary equip- 
ment. Rates would be set at a level sufficiently high to cover the fixed 
charges, including amortization, on these separable items of investment. 
The joint costs, however, such as dams and storage reservoirs, would be 
charged against the general public revenue in the same way as other social 
services. It is obvious that single-purpose, privately owned, hydro-electric 
plants, which must recover all costs from the sale of electricity alone, cannot 
compete with these multiple-purpose, publicly owned plants when the 
latter are operated on the “by-product” principle. In those areas, therefore, 
where the combination of water resources, topography, population and in- 
dustry is propitious for such developments, private companies will eventually 
be displaced by this new and superior type of institution. It is not, as the 
proponents of private ownership would have the public believe, an issue of 
government “subsidy,” or “unfair competition.” Rather it is the displace- 
ment of one institution by another which is economically and sociall 

superior. a 

Horace M. Gray 
University of Illinois 


BRITISH EXPORT CREDIT INSURANCE 


Since 1919 the United Kingdom has been experimenting with export credit insurance. 
Undertaken as a scheme of cash advances to promote trade in the devastated countries of 
Europe in order to reclaim markets and to relieve unemployment, British export credit in- 
surance has passed through several phases of development in 1921, 1926 and 1930. Each 
revision of the Act has tended to strengthen the plan by the application of business practices 
based on banking and insurance principles. Its management is entrusted to a small committee 
of four with powers analogous to those of a board of directors, which is advised by a com- 
mittee of experts ia banking, insurance, commerce and industry. Since the Act of 1934 
extended to 1940, the period within which new guarantees will be given, and to 1950, the 
period during which guarantees may remain in force, it would seem as if the United King- 
dom had definitely incorporated this technique as a means of facilitating British export 
trade by sharing the risks in her foreign commercial policy. 


In the development of export credit insurance as a technique to aid in the 
readjustment of foreign trade to changed post-war conditions, the United 
Kingdom has been a pioneer.? Begun in 1919 after the creation of the 
Overseas Trade Department, the scheme has weathered various revisions, 
each of which has tended to enlarge its field of activity and to change its 
character from an emergency measure to a financial practice adapted to 
normal commercial risks, The experience thus accumulated over a period of 
fifteen years is of value in judging both the possibilities and the limits of 
such a plan as a permanent government function. 

Although there are various types of government export credit insurance, 
it can be defined as an undertaking by a government to insure an exporter 
against certain risks, on payment of a premium, which ordinarily would 
not be assumed by a private firm. Frequently there is associated with it a 
provision for pure financial facilities with full recourse against the exporter. 


The First Scheme of Advances 


The first British scheme originated in 1919 for reasons economic and 
political. Realizing the needs of the devastated countries and the newly 
carved out nations for both capital goods and consumption goods, and de- 
siring to strengthen the little states bordering on Russia as well as to find 
export outlets, the British set up a scheme of direct government advances to 
exporters dealing with these countries, in order to carry risks which the dis- 
ordered state of their public finance and the chaotic condition of their foreign 
exchanges made impossible for the banks. David Lloyd George, then the 
Prime Minister, expressed the attitude of the government as follows: 


We hope, as a result of the institution of these credits, that a beginning will be 
made to restore trade, because those countries have a good deal to sell, and all you 


1In 1934 the following European countries had adopted some form of export credit 
insurance either in part or ¿n toto carried by the government: Belgium, Czechoslovakia, Den- 
mark, Finland, France, Germany, Great Britain, Italy, Latvia (discontinued, 1932), Nether- 
lands, Norway, Poland, Spain and Sweden. 

During the decade before the war Germany had made use of a form of government 
credits which acted as a subsidy to aid her exporters in undercutting competitors. 
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want to do is to have a beginning of business. Once it begins the natural course of 
exchange will enable you to go on. I venture to predict that on the credits we 
establish we shall not lose a perceptible amount, while the benefit to the trade of 
the country will be enormous. I hope the banking houses will be encouraged to 
play a large part in what should be done.? 


So urgent did the matter seem, that the Export Credits Department within 
the Department of Overseas Trade was opened officially on September 
9, 1919, in anticipation of the Act sanctioning the scheme which was not 
introduced in Parliament until the spring of 1920. The question proposed 
was: 


That it is expedient to authorize the granting of credits and the undertaking of 
insurances for the purpose of reéstablishing overseas trade and the payment, out 
of moneys provided by Parliament, of any sums required for granting credits for 
such purpose up to an amount not exceeding at any one time £26,000,000 and of 
any expenses incurred by the Board of Trade in connection with the granting of 
such credits and the undertaking of insurances so far as those expenses are not 
defrayed out of sums received by the Board by way of commission in respect of 
credits or by way of premiums in respect of insurances.® 


In presenting it, Mr. Baldwin, Financial Secretary to the Treasury, said: 


Unless some system is adopted by which credits can be given to the traders in 
those countries (see below), it is impossible for our manufacturers to do any busi- 
ness with them. The matter is far too large for the bankers to undertake and the 
government has to come to the rescue. 


The Export Credits Department on recommendation of an Advisory 
Committee was given power to make advances not to exceed 80 per cent of 
the price cost of the goods sold plus freight, insurance and commission to 
the Office backed by securities, defined in the following official announce- 
ment: 


Credits will be based on bills drawn in this country by the seller of the goods 
and accepted by the buyer, and will be subject either (a) to the deposit with an 
approved bank in the country of pen of currency to an amount required by 
the office, or (b) to a guarantee of currency of a required amount by an sa a s 
bank, or (c) to arrangements for the handing over of produce of the buying 
country, or (d) to the deposit of securities with the approved bank or the office 
under the scheme.” 


Because of the difficulty of obtaining the proper securities in these coun- 
tries, the provisions were modified to permit the importer to put up a partial 
security or no security, providing the exporter would carry up to one-half the 
insured risk, i.e, if 85 per cent were advanced, there would be recourse 


*Prime Minister Rt. Hon. David Lloyd George, Parliamentary Debates, vol. 119, col. 
2014, 18 Augast, 1919. 

3 Parliamentary Debates, vol. 127, col. 369, 23 March, 1920. 

“Parliamentary Debates, vol. 127, col. 370, 23 March, 1920. 

° Economist, 89:356, August 30, 1919. 
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against the exporter for 4214 per cent. Invoice value was made the basis of 
the computation of the risk, as cost was too difficult to determine. 

In practice, business was taken on only through the banks in order to 
insure that ordinary commercial credit was not forthcoming. Charges varied 
according to the length of the accommodation, the economic prospects of 
the country and the business standing of the importer. Periodically the De- 
partment fixed the amount of foreign currency per £100 sterling. In expec- 
tation of making the scheme self-supporting, interest was calculated at one 
per cent above the Bank of England rate with a minimum of six per cent, 
and a commission was paid by the seller which could not be less than 3 per 
cent for the first year,® 4 per cent for the second year and 5 per cent for the 
third year. This was to be used to defray expenses and to build up a fund to 
meet losses." In case of failure to liquidate, the advance of the Department 
was the first charge upon the proceeds of the bill. The office was entitled 
to take over for liquidation the collateral pledges, and to have recourse 
against the acceptor and the guarantor of the bill. Final loss was shared with 
the exporter or drawer according to the percentage carried of the total credit. 

In order to aid in the unemployment situation, credits were limited to 
goods, the larger proportion of which was of British origin. There was some 
criticism of this restriction at the time, since it meant that the surplus war 
stocks of raw materials and goods held by the British government, many of 
which these countries needed, could not be disposed of with this aid. 

In effect as of June 21, 1919, credits were limited to three years, dating 
from September 8, 1919, and all sums involved were made payable within 
six years, the total amount at any one time being limited by statute to 
£26,000,000. A schedule of countries was appended® to which the Board of 
Trade was empowered to add “any country, the industrial and financial 
condition of which has been disorganized by the war,” subject to ratification 
by Parliament. 

Advances for the three years specified under the Act? amounted to only 
£1,752,150, two-thirds of which were granted to Czechoslovakia and 


“Under very special circumstances it could be 2 per cent. ` 

* Announcement by the Overseas Trade Department in Board of Trade Journal, 103:414- 
415, September 25, 1919. 

* Finland, Latvia, Estonia, Lithuania, Poland, Czechoslovakia, Serb-Croat-Slovene State, 
Rumania, Georgia, Armenia, Bulgaria added September 28, 1920; Austria added February 
17, 1921; Italy, Portugal and the Colonies added August 25, 1921. 

*T otal transactions in respect of which credits were granted: 


PAG BGC occ odes os het T £ 19,354 Bulgaria 0.6 ¢scacc ces sases £ 55,380 
Baltic provinces ........ tek 10250 “PIO RAry cute cubed oes 354 
PONG erare duane dace 120,246. “POrUge 23 usec ane ed titian 311,100 
Czechoslovakia ............ 774,445 New Zealand ............. 617 
Yugoslavia .......... ...-.. 280,806 fvustralia:.. 5 ..s eed Gans °* 8150 
Rumania ws ice od ese es see Ap ,000 “GYDUUS: 2244.04. seratug ates 470 
AUTR rotestro nea woe 105,656 _——__— 

3,353,458 


Parliamentary Debates, vol. 147, 25 October, 1921, col. 650. 
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Rumania. The principal commodities involved were cotton goods and manu- 
factures, woolen goods and manufactures, iron and steel products, flax and 
coal. A substantial loss of £1,100,000 was sustained, the bulk of which was 
incurred in respect of a single transaction in connection with flax.*® 

Failure to make extensive use of the scheme was ascribed variously to 
the impoverishment of the countries to which the Act was limited, the secur- 
ity requirements, the necessity of ultimate liquidation in sterling, the three- 
year limitation which was not long enough for engineering projects, the 
unwillingness of exporters to bear even a small percentage of risk, the 
slowness of the Department in acting, and its failure to advertise the scheme. 
Since it was a time, however, of general interest in the subject, as shown in 
the discussions of the Ter Meulen scheme"? and the Edge Bank act, the 
British were encouraged to continue their experiment. 

The history of the scheme since 1920 can be divided into three periods: 


(1) The period of the First Guarantee Scheme, July 1, 1921, to June 30, 1926. 

(2) The period of the Second Guarantee Scheme, July 1, 1926, to March 31, 
1930. 

(3) The period of the Credit Insurance Scheme, April 1, 1930, to date (in 
operation). 

The First Guarantee Scheme 

The Guarantee Scheme which went into effect on July 1, 1921” insti- 
tuted an important change in method. Whereas under the former plan the 
government had to find the money with which to make the advances, under 
the new plan it merely guaranteed the bill which was then discounted 
through the regular commercial channels at about the same rate as Treasury 
bills. The facilities offered included both financial credit up to 100 per cent 
with full recourse and insurance limited to 4214 per cent of the invoice 
value. The types of contract can be summarized as follows: 


A. General credit guarantees— 
A guarantee up to 100 per cent with the exporter liable for 5714 per cent of 
the total for bills of 12 months and a guarantee up to 85 per cent with the 
exporter liable for 42Y, per cent for bills exceeding 12 months. 

B. Specific transactions— 
Complicated arrangements varying from high security requirements providing 
full coverage with no recourse to no security requirements and recourse up to 
4215 per cent. 

C. Floating guarantee— 
A type of contract, not exceeding six months, according to which the Depart- 
ment and the exporter agreed upon a schedule of importers with a maximum 
allowance for each name which might be outstanding! for deliveries over a 
forward period. 


* First Raport of the Select Committee on Estimates, 1928, p. 3. 

2 Board of Trade Journal, vol. 106, p. 5, January 6, 1921. 

* 11 and 12, Geo. V, ch. 26, pp. 81-82. 

= This was especially for the benefit of firms with agents travelling abroad who might 
find it necessary to close a deal immediately. 
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The usual business methods were followed according to which the Depart- 
ment either endorsed the guarantee on the trade bill or gave it in the form 
of a letter of guarantee. In case of default at maturity the Department made 
good at once—a practice different from the private companies which at- 
tempt all forms of liquidation before settling. In describing the type of 
business covered, a member of the House said: 


It is not just the thoroughly secured, automatic, absolutely sound class, and it is 
not the speculative class, but it is a quite good and healthy class, which we all want 
to try to encourage if we are going to use.public credit to stimulate exports and 
to help employment.” 


During the life of the scheme it underwent four amendments,*® two of 
which extended its operation from 1922 to 1925, and then to 1926 with 
corresponding changes for the expiration of guarantees from 1925 to 1927, 
then to 1930, Other changes or additions included the statutory prohibition 
of guarantees for munitions of war, and the extension of the privileges first 
to the British Empire and later to any country whatsoever at the discretion 
of the Department.7® 

Again the results of the scheme were disappointing. During the five years 
of its operation, guarantees were given for only £6,305,629, a very small 
percentage of the total trade. It terminated, however, with a much smaller 
net loss of only £31,000, without making any allowance for interest.” 

Ih order to assess the value of the scheme, particularly in view of the 
earlier statements of the government that it was an emergency measure, a 
Credit Insurance Committee was appointed, composed of representatives 
from the Federation of British Industries, the banks, insurance companies 
and the British Chambers of Commerce.’® Its terms of reference were: 


To examine and report upon the extent to which benefit may be likely to accrue 
to the export trade hon insurance against the risk of bad debts, to consider 
whether it is necessary in this connection for the State to take any other action 
toward supplementing existing facilities, and, if the committee think it desirable, 
to frame a scheme.!? 


"M. Graham, Parliamentary Debates, vol. 222, 23 Nov., 1928, col. 2139. 

311 and 12 Geo. V, ch. 65; 12 and 13 Geo. V, ch. 50; 13 and 14 Geo. V, ch. 37; 14 and 
15 Geo. V, ch. 8. 

* Because of the presence of surplus stocks, British India, Ceylon and the Far East were 
excluded until 1925, after which time the U.S.S.R. was the only country excluded. 

" First Report from the Select Committee on Estimates, 1928, p. 3. 

“This was an exceptionally strong committee. Its members were: Colonel the Hon. Sid- 
ney Peel (chairman of the National Discount Company) chairman—succeeded in a few 
months by Major L. W. Hills; J. Caulcutt, Esq., general manager of Barclay's Bank; Sir 
William H. Clark, comptroller-general of the Department of Overseas Trade; A. C. Glad- 
stone, Esq., director of the Bank of England; Hon, Sir William H. Goschen, chairman of 
the Sun Insurance Company; Joseph Powell, general manager of the Commercial Union 
Assurance Company; Eustace R. Pullbrook, deputy chairman of Lloyds; Gilbert C. Vyle, 
deputy-president of the Association of British Chambers of Commerce; Colonel the Hon. 
F. Vernon Willey, president of the Federation of British Industries; Secretary F. H. Nixon, 
of the Export Credits Department. 

* Report of the Credit Insurance Commitiee, 1925-26, 1927, p. 4. 
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After taking evidence from exporters, bankers, business men, and officials 
of insurance companies and acceptance houses, the Committee presented a 
unanimous report: | 

(a) That a demand exists for the insurance of credits for export trade which 
is not unsound in character; 

(b) That the existing facilities are not adequate to meet the demand; and 


(c) That their extension would be beneficial to the export trade of this coun- 
try, provided that due caution is exercised to avoid encouraging unsound business. 


Specifically it recommended that the Act be continued for three years 
with the hope of encouraging banks and insurance companies to undertake 
a class of insurance which had failed to attract them;?° that the terms be 
made simpler and more lenient; that the government undertake a maximum 
guarantee of 75 per cent without recourse instead of 4214 per cent, which 
was the maximum offered by the private company; that the small, strong, ad- 
visory Board be retained to pass on guarantees; and that the scheme be given 
greater publicity. A proposal from the Trade Indemnity** Company, also 
advocated by the Federation of British Industries, to reinsure the “cata- 
strophic risk’’*? for approved companies was rejected on the grounds that the 
need was for insurance against bad risks rather than political upheavals, that 
it would be difficult to define the nature of such a risk and to delimit it, and 
that it would be difficult on technical grounds to enforce restriction to goods 
of British origin. 

The Second Guarantee Scheme 

Following the recommendations of the Committee, the Second Guarantee 
Scheme came into force, July 1, 1926. Its period of existence, first set for two 
years, was later extended for two more years up to March 31, 1930.75 The 
credits offered were similar to those of the previous scheme, providing either 
financial facilities up to 100 per cent with full recourse, or insurance for a 
maximurn guarantee up to 75 per cent without recourse (known as Contract 
A), or a combination of the two. On November 2, 1928, a new contract, 
known as Contract B, was added which gave a guarantee to the bank instead 
of the exporter, thus making a bill a first-class security.** By March 31, 1930, 

” Discussed later, 

2 The Trade Indemnity Company, the only private company undertaking this type of in- 
surance, was Organized in 1918. It is a private organization. Mr. Cuthbert Heath, its chair- 
man, has described its business as insuring “the solvency of acceptors.” About 40 per cent 
of its business is competitive with the government. Some of the insurance companies are 
interested in it as shareholders and reinsurers, and codperate with it. It has arrangements 
with other private organizations in 23 countries and was the instigator of the International 
Credit Insurance Association which holds annual meetings. Times, March 12, 1930. 

a The catastrophic risk has been defined as “the risk of loss occasioned by catastrophes 
such as wat, revolution or other disaster which simultaneously affects the solvency of a 
very large number of firms in one or more countries.” Times, February 9, 1925. 

*16 and 17 Geo. V, ch. 3; and 19 and 20 Geo. V, ch. 12. 


“This contract was rather bitterly opposed by the Trade Indemnity Company as an 
invasion of the field of private business. Times, November 2, 1928. 
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guarantees had been given under it for £7,998,092, a better showing than 
under the first two schemes with the prospect of definite improvement 
after the inclusion of the U.S.S.R. on August 1, 1929. In 1928 premiums 
averaged about 34 of one per cent for 90-day bills, while for the Domin- 
ions, Scandinavian countries, France, Germany, Holland, Belgium and 
Switzerland they amounted to about 10s. per £100. The countries receiving 
the largest amouints of credit were in order of importance: Australia, South 
Africa, Brazil, Argentina, Germany, France, Spain, Italy, Poland and 
Rumania. The industries especially involved were the cotton and wool tex- 
tiles, iron and steel, machinery and vehicles.* In the winter of 1929, a 
special effort was made to assist the coal industry. 

With the approach of the expiration date, the whole question was again 
brought under review. The chief criticisms had primarily to do with the 
high rates from one group and the cost from another group, especially the 
expense of administration.*® At that time the scheme was costing between 
£18,000 and £20,000 a year, which represented a loss ratio of 60 per cent 
to 70 per cent of the premium rates. The final deficit came to £91,354." 
There was also a more general disapproval as voiced by the Economist that 
the period of reconstruction was over and that the amount of business 
handled was not sufficient to have any effect on the employment situation. 
Its total premiums were at this time about one-tenth of those of the Trade 
Indemnity Company, which for 1927-28 amounted to £252,000. The 
Committee on Estimates concluded, however: 

VII. Asa result of a searching investigation, your Committee have come to the 


conclusion that the present facilities given by the ee are of great practical 
advantage to the development of the export trade of this country.°° 


A distinguished committee of review was appointed, composed of Sir 
Otto Niemeyer, late comptroller of Finance at the Treasury and a member 
of the Financial Committee of the League of Nations as chairman, Colonel 
the Hon. Sydney Peel, then acting in an honorary capacity as. chairman of 


= Times, January 4, 1928. 

* The First Report of the Select Committee on Estimates, May, 1928, recommended that 
the scheme be made self-supporting by reducing expenses and raising premiums, (op, cit., 
p. 3). Administrative expenses for the three last years were estimated: 


Salaries Travelling and incidental 


IOT discs bow wine week aw Wee ee A £16,415 £4,300 
© OZ: ya oie E hel SOM eee ane Sa eS 22,613 4,500 
1929 Ree eee ee ee ee ee oe are 26,990 3,000 


Great Britain, Estimates, Civil Services, 1928, 1929. 
Total expenses of administration to final conclusion were estimated at £95, 413. | 
* Trading Accounts and Balance Sheets, 1932, 1934, p. 85. 
= Economist, 187:938, January 24, 1928. 
2 Times, May 16, 1928. 
= Select Committee on Estimates, of. cit, p. 3. 


1935] British Export Credit Insurance 243 


the Export Credits Department and Sir William Plender, an outstanding 
chartered accountant. The terms of reference were: 


To consider generally the administration of the Export Credits Guarantee 
Scheme in the light of the recommendation of the Select Committee on Estimates 
on the Export Credits Guarantee Department and to recommend what changes, if 
any, are necessary in the present system of administration and presentation of ac- 
counts, and to suggest any changes in the ‘general working of the scheme which are 
likely to facilitate the final transference of the business from Government control,*1 


In its reports the Committee defended the high administrative costs on 
four counts—in the main, that the policy of immediate payment on default 
was more costly than the method of payment of the private companies which 
delay until all possibilities of collection are exhausted and that with the 
public purpose involved in the scheme the Department undertook more 
careful examination of doubtful cases before refusal. In commenting on the 
rates, the Committee said: 

We believe the rates in general to be as high as consistent with attracting sound 
business, and that any general increase would decrease the proportion of good risks 
offered to the Department wiih a resulting increase in the loss ratio and a probable 
reduction in turnover. We do not, on the other hand, think that any reduction in 
the rates is justifiable.?3 


The Committee emphasized that the system should be run as a business 
proposition with solvency as the first requirement to be achieved by “securiag 
a sufficient minimum turnover of business to carry reasonable overhead 
charges, and, in the second place and above all, by the efficiency of staff 
and elasticity of, administration.” It recommended the continuance of the 
experiment until 1931 with the hope of facilitating transfer of export credit 
insurance from government control to private enterprise,’ and the appoint- 
ment of an executive committee with powers analagous to a Board of 
Directors “to decide all questions of policy falling within the province of 
the Act—such questions as re-insurance, the nature of the risks to be insured, 
the precise details of the insurance policies to be issued, and like matters,” 
including the appointment of staff. A form of commercial account for the 
Department was prepared which was subsequently adopted. 


The Credit Insurance Scheme 


On April 1, 1930,™ the third scheme, known as the Credit Insurance 
Scheme, which is still in operation, was inaugurated; and all previous busi- 
ness was wound up. According to this plan the management has been 


= Reports of the Committee appointed to consider generally the administration of the 
Export Credits Guarantee Scheme, 1928-1929, p. 3, (Cmd. 3450). 

“Thid. $. 9. 

* This motion was echoed also in the Final Report of the Balfour Committee. Committee 
on Industry and Trade, Final Report, 1929, pp. 28-30. 

“20 and 21 Geo. V, 1929, ch. 31. 
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entrusted to an executive committee of four as recommended, which is 
assisted by a Statutory Advisory Committee composed of bankers, manu- 
facturers, merchants and insurance experts. The main office is in London, 
with branch offices in Manchester and Bradford. In addition, representa- 
tives make regular visits to Birmingham, Bristol, Cardiff, Leicester, Not- 
tingham, Sheffield and Swansea and attend important commercial exhibits 
and fairs. Commissions are paid to approved brokers and agents on business 


introduced and for such services as may be required by the Department. | 


The work of the Committee in the ordinary routine of its business in- 
volves delicate decisions. Since it considers every proposal on its own merits, 
it must determine for each contract issued the percentage of risk to be 
insured, the length of the credit and the premium. In so doing it must 
evaluate the economic status of the industry as it is not considered justifi- 
able to aid by government insurance businesses which are not economically 
sound or which have an oversupply of output, 7.e., ocean going vessels and 
textiles in the Far East. On the other side of the bargain, it is required to 
estimate the purchaser’s financial and credit rating as well as that of the 
country in which he is resident.** If the bill is dishonored when due, the 
Committee must undertake the difficult task of collection. All transactions 
are kept strictly secret, not even the total amounts going to separate countries 
being published. 

The operation of the scheme is limited to the export of goods, other than 
munitions of war excluded by statute, wholly or partly produced or manu- 
factured in the United Kingdom. It has been estimated unofficially that the 
Department has an operating capital of £21,000,000, the balance remaining 
from the original £26,000,000, which is in the nature of a revolving fund. 
Sums required are voted annually by Parliament and any surplus is paid 
into the exchequer. According to Mr. Granville Gibson, M.P., the chair- 
man of the Overseas Committee, in the past seven years exports guaranteed 
have totalled £47,000,000, while the losses have amounted to £380,000, 
£100,000 of which have been recovered from defaulters. This, however, 
does not represent a loss, as it has been more than covered by premiums 
received,®* Since 1930 receipts have exceeded expenses. In speaking of the 
scheme in 1934, Mr. Runciman called it remarkable “because it made 
profits instead of losses.” 

There is no fixed schedule of rates™® which vary as to the period of 
the credit, extent of coverage, financial standing of the exporter and im- 


= Export Credits Guarantee Department, Notes for the Guidance of Exporters, Bankers, 
‘and Brokers When Submitting Proposals for Guarantees, 1931. 

® During the first quarter of 1934 contracts were issued in respect of exports going to 
80 countries. 

Times Trade and Engineering Supplement, Match 10, 1934, See also Parliamentary 
Debates, vol. 286, col. 1266, March, 1934. 

* They are estimated in 1934 to vary between 1/4 per cent to 114 per cent of face value 
of the bill on ordinary 90 day risks. Ibid., p. 7. 
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porter, the exporter’s previous experience in the market and the general 
standing of the market. In general the committee extends credits for the 
customary period of the trade and country concerned, /.e., for textiles up to 
six months, for heavy machinery up to five years. Although under the most 
recent amendment*® a period of fifteen years has been made possible, the 
Department has stated that ten years will be the limit for any guarantee. 

There has been recent criticism, supported by the Association of British 
Chambers of Commerce, that the premiums are too high. From time to time 
the Parliamentary Secretary has admitted that British rates were higher than 
the rates of competing countries,*° emphasizing, however, the fact that 
British exporters have the benefit of lower discount rates in London than in 
the continental financial centers. As long as it remains the intention of 
the government to make the scheme self-supporting and to run it on a sound 
commercial basis, it will not always be possible to compete with other coun- 
tries, whenever government supported credits are used as a form of bounty. 

According to the present scheme, the Department offers to the exporter 
five different classes of insurance contracts: 


Contract A—A guarantee of payment to exporter of insured percentage of bill 
immediately on default. This contract was suspended in January, 1932, for coun- 
tries enforcing exchange restrictions. 

Contract B—A guarantee of payment to the exporters’ bank of the insured per- 
centage of bill immediately on default. This contract was suspended January, 1932, 
for countries enforcing exchange restrictions. 

Contract C-—A special form, now obsolete. 

Contract D—Cover of open credit risks against loss through insolvency of 
debtor. | 
Contract E—Cover of bills against loss through insolvency of debtor. 
Comprehensive guarantee. 


According to these contracts the Department offers to the exporter the 
guarantee of the British government, a maximum guarantee of 75 per cent 
of invoice value without recourse and a maximum guarantee up to 100 per 
cent with full recourse. Under Contracts A and B, the government under- 
takes to pay immediately upon default, while under the others payment is 
made “as soon as the debt owing on the guaranteed account has been ad- 
mitted to rank against the estate of the insolvent buyer.” Because of ab- 
normal difficulties of collection caused by exchange restrictions of other 
countries, the government was obliged to suspend Contracts A and B in 


™ Vol. 286, 8 March, 1934, cols. 2169-2170, Overseas Trade Resolution: “That it is 
expedient to amend the Overseas Trade acts 1920-1930 by extending to the thirty-first day 
of March, nineteen hundred and forty, the period within which the new guarantees may 
be given ynder those acts in connection with export transactions, and by extending to the 
thirty-first day of March, nineteen hundred and fifty, the period during which guarantees 
sO given may remain in force.” 

© Parliamentary Debates, vol. 284, 11 December, 1933, pp. 6-7. 

“Export Credits Guarantee Department, Security in Export Trade, 1931, pp. 8-10; 
Comprehensive Policy, 1933, and Special Circular no, 266-7, of. cit., p. 8, 
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January, 1932, for countries enforcing rigid foreign exchange control and 
at that time substituted Contract E. All recoveries less the cost of collection 
are divided between the exporter and the Department in proportion to their 
respective interests in the transaction unless other arrangments are made. 

The Comprehensive Contract, first issued in 1933, insures the exporter 
against "75 per cent of all losses in excess of an agreed amount arising from 
the insolvency of his customers in all markets, subject to an agreed max- 
imum.” In determining the base, the Department decides upon a certain 
per cent of loss which normally might be expected to appear on the ex- 
porters’ books and then insures a percentage of the remainder. It is hoped 
thereby to remove “anxieties regarding the possibility of overpowering 
losses which may threaten when a market becomes financially embarrassed 
by reason of factors, political or otherwise, over which local traders can have 
no control.” Since the premium is very much lower than for specific ac- 
counts, it is also hoped to increase the business of the Department. Although 
the period of the guarantee is for twelve months, continuity of cover is 
made possible for another twelve months under certain conditions. 

The following table gives the financial history of the present scheme: 


Export CREDITS GUARANTER DEPARTMENT: QUARTERLY RETURNS’ 


Maximum Total Percentage 
guarantee contracts guaranteed 

1930— (£1,000) (£1,000) 
2nd quarter ..... cece eee c eee eeeees 822 1,351 
E * ato h atta uae eae one 1,651 2,745 60 
Ge A ee Hoa 5 ene baa baa 962 1,573 61 

1931— 
1st et E E ane atte ated ates 761 1,253 60 
200 S ANET a canen eager 928 1,485 62 
ade erea 952 1,441 66 
di Wa aeaea 530 "2,400 22 

1932— 

De C a eeen neea 1,825 2,778 65 
200. 8 e e at wea samy 1,732 2,613 66 
Sia! te PA aba ete ie 1,385 2,262 61 
Bi OP cA ret ake deed 1,222 2,252 54 
1933— 
1. SF yaen 774 1,734 44 
200. a AE a aa 216 885 24 
Std. = <eaumsaden ose sek aa ete 438 1,066 41 
Ay PE Seva aa iced each atti Se 1,600 2,578 62 

1934— 

” Ist RC” | ETETEA AE EEEE EA es 763 3,002 25 
nd: E r EE EER 862 2,612 339 
sido SN rae RUA 973 2,640 37 

WAU O aeaea aE aoe eae oe 2,229 4,717 47 
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Since April 1, 1930, the Department has concluded contracts and issued 
policies under which it has assumed liability to guarantee a maximum of 
£23,690,832 in respect of credits amounting to £45,312,522. Except for the 
drop during the first three quarters of 1933, caused undoubtedly by the 
unfortunate trade relations with the U.S.S.R., the total amount of business 
on which partial guarantees were given has been rather steady, the high- 
water matk being reached during the fourth quarter of 1934. The average 
percentage of the contracts guaranteed, on the other hand, has tended to be 
smaller since 1932 and shows a rather wide variation for the different quar- 
ters, due probably to the influence during any one quarter of contracts of 
different lengths or to different countries. 

An analysis of the Underwriting Accounts, Profit and Loss Statements 
and Balance Sheets beginning with 193042 indicates a growing favorable 
position. Income from premiums and fees increased from £807 in 1930 
to £352,748 in 1932, while the interest account increased from £3,061 in 
1931 to £39,766 in the 1933 Profit and Loss Statement. This latter figure 
more than covered the administrative costs of £37,492 in 1933, which have 
remained fairly steady in spite of the larger amount of business undertaken. 
During the same years the Exchequer Account grew from £219,741 in 1931 
to £1,367,741 in 1933. Though far from accurate because the guarantees 
were granted for different periods of time and because maximum guar- 
antees were not always taken up, it is possible to estimate that net payments 
under guarantees for the year 1930 and 1931 were less than 14 per cent 
of maximum guarantees. 


The U.S.S.R. 


From the outset the question of granting credits to the U.S.S.R. assumed 
an important rôle in all discussions of the schemes. Although obviously there 
was a market in Russia for British products, provided long-term credits were 
available, the Department witbheld its sanction, giving as the chief reason 
the fact that in trading with the U.S.S.R. it was necessary to negotiate with 
a single buyer, thus violating the principle of distribution of risks. On 
August 1, 1929, the Department reversed its policy and announced the 
inclusion of the U.S.S.R. among the countries to which export credits would 
be granted. Though accurate figures are not available, it can be stated roughly 
from statistics reported in the House of Commons that between one-third 
and one-half of total credits since then have been granted to the U.S.S.R. 
Although there have been no losses, the premiums have been higher than 
for the majority of countries. According to a Russian authority, the expenses 
for discounting bills in London have averaged 11 per cent. In May, 1934, 
acting onhe recommendation of its advisory committee, the Export Credits 
Guarantee Department lowered its charges for bills of 12 to 18 months’ 


2 United Kingdom, Trading Accounts and Balance Sheets, 1931-1933. 
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tenure by approximately 30 per cent.** Aside from its relation to exports, the 
Russian business has had two definite effects on the operation of the scheme 
itself —first it has increased the average length of credit terms granted, and 
second, it probably has turned the losses into profits because of the high 
rates charged. 


Conclusion 


In an evaluation of such a scheme, the benefits to the exporter should first 
be considered. In general, it can be said to result in an increased turnover for 
him by giving two types of aid—namely, facilities for obtaining credit or 
discounting his bills, which become “gilt-edged securities” for the banks, 
and insurance against bad debts, a so-called "gilt-edged protection” against 
Joss. In addition to providing credits for the customary periods falling within 
a year, it has been of assistance in providing long-term credits, so-called 
middle-term credits, for transactions involving a period in excess of regular 
export credits and yet too short to justify the issuance of a loan. At a time 
when the old methods of assessing the trustworthiness of a customer are 
obsolete, the Department offers help and expert advice, which are of par- 
ticular value in opening up new accounts or in exploiting new markets. With 
the aid of its consular service and banks in all parts of the world, the De- 
partment has compiled a dossier of financial standing of importers upon 
which to draw for its information which is unique. Assured of the utmost 
secrecy in so far as his own dealings are concerned, the exporter is thus able 
to talk over credit problems of his particular business and to act upon the 
advice of the British government. 

From the point of view of the government, benefits of such a scheme may 
be economic or political. In order to cement political alliances, it is possible 
through such a Department to turn trade into channels of political impor- 
tance, particularly if the scheme is used as a form of subsidy, an aspect of 
export credit insurance which the International Economic Conference of 
1927 characterized as a “hidden danger.” Though such a purpose was in 
part responsible for the beginning of the scheme in 1919, the British gov- 
ernment has since then been quite free from such allegations. Instead, it 
has persistently continued to make the scheme self-supporting while keeping 
as the objective the benefit to the export trade, so vital to British well-being 
—a point of view expressed by Mr. A. M. Samuel, long a sponsor of the 
scheme, who has called it “an additional tram line for trade.” 

Out of a study of the British experience covering a period of fifteen years, 
certain principles become apparent. Export credit insurance is so difficult 
and intricate a type of insurance that private companies have been very slow 
in offering it. If it is to succeed, it must have the codperation of the banks 
and insurance companies for technical advice and assistance; and its adminis- 


© Financial Times (London) May 17, 1934. 


1935] British Export Credit Insurance 249 


tration must be in the hands of experts without political obligation. Both 
the Executive Committee and its Advisory Committee, which have had tre- 
mendous power, must be prepared to make decisions of consequence both 
with regard to the status and needs of domestic industry and the political 
and economic risks in the foreign markets. In order to provide a sound 
basis, it must, moreover, carefully distribute such risks among various im- 
porters, both by country and by industry. 

In summary, it can be said that export credit insurance has found a defi- 
nite place in the present commercial policy of the United Kingdom. With 
economic and financial practices undergoing radical changes and with po- 
litical upheavals threatening, the British government has adopted this plan 
for facilitating its export trade by sharing in the risks. While thé amount of 
business done has been only a small percentage of the total trade, it has been 
that much gain in relieving unemployment, in holding old customers and 
in penetrating new markets. “In times like these,” said Major Hills, “little 
things are important’’—small gains now perhaps but rich experience with 
the use of a new technique in the promotion of foreign trade. 

) ETHEL B. DIETRICH 

Mount Holyoke College 


EMPLOYMENT EXCHANGES FOR SEAMEN 


The problem of providing facilities for the employment of seamen is especially acute, 
but offers illuminating suggestions regarding employment exchanges in general. The Marine 
Service Bureau of San Francisco well illustrates the evils customarily attendant upon em- 
ployer-operated hiring halls. Inconveniences and discriminatory practices are easily forced 
upon employees by such agencies, and the workers’ prejudices against such agencies are 
so strong that the correction of abuses will not render them acceptable. Possible alternatives 
include union-operated halls, the abandonment of all hiring halls whatsoever, and publicly 
operated exchanges. The latter is the only form which, in the seamen’s case, removes the 
principal difficulties now existing. 

The current trend toward public unemployment reserves and insurance 
has brought to the fore the difficult but parallel problem of the maintenance 
of public employment exchanges. The evils of existing agencies for the 
assignment of workers to jobs have long been recognized, but there has 
been little effort expended toward the regularization of this service, The 
present situation affords an opportunity for formulating a consistent public 
policy in this regard, therefore contributions to the knowledge of employ- 
ment exchanges should be no longer postponed. 

The typical seaman is a worker of the most casual sort. His work is not 
localized within any one community, and he has little opportunity for secur- 
ing and retaining public sympathy. Hence he presents an extreme case, in 
which the necessity for attention is greatest. A study of his hiring problems 
will reveal, in an exaggerated form, the hiring problems of all other workers. 
It is not proposed to present a complete solution of the seamen’s hiring prob- 
lem in this article, but certain factors essential to such a solution will be 
indicated. Considerable light may be shed on the problem by an analysis of 
one of the most significant employer-operated hiring halls in recent history. 
This agency is the Marine Service Bureau of San Francisco, the history of 
which is a most revealing commentary on the subject of hiring methods.* 


I 


In 1914, the shipping, docking, and stevedoring interests of San Fran- 
cisco organized the Waterfront Employers’ Union.*? This organization suc- 
cessfully fought the longshoremen’s strikes of 1916 and 1919. During 
the latter year, as a device for providing strike-breakers, it organized the 
Marine Service Bureau, then known as the Employment Service Bureau. 


* The writer’s interest in the Marine Service Bureau was awakened during the summer 
of 1934, during which time he was in the employ of the National Longshoremen’s Board, 
arbitrating the Pacific Coast Maritime Strike of 1934. The present article, however, in no 
way constitutes the release of confidential knowledge of the Board, nor does it presume 
to speak for the Board, During the time of the writer's official service, certain historical 
data, used herein, were obtained. For permission to use these, the writer ig indebted to 
Dr. Louis Bloch, secretary of the Board. 

* Reorganized and incorporated in February, 1935, as the Waterfront Employers’ As- 
sociation. Its sphere of influence has been extended to include the major Pacific Coast ports. 
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In 1921, certain drastic demands of the United. States Shipping Board 
precipitated the nation-wide seamen’s strike. Immediately the functions of 
the Bureau in San Francisco were extended to include the employment of 
strike-breaking seamen, as well as longshoremen. After the collapse of 
the strike, the Bureau ceased entirely to register longshoremen, and de- 
voted itself exclusively to the business of shipping unlicensed seamen of 
all grades. At this time, the Pacific American Steamship Association and the 
Ship Owner’s Association of the Pacific joined the Waterfront Employer's 
Union in the operation of the Bureau. One of the fundamental rules of the 
new Bureau was that all seamen must be hired through its agency, in such 
ports as they existed (San Francisco and San Pedro). Some “bootlegging” of 
seamen was done, but, as a rule, the Bureau handled the hiring of all sea- 
men in its two ports.® ) 

The routine hiring methods of the Bureau are as follows: A hall is main- 
tained, near the waterfront, in which are offices for record and assignment 
purposes. The seaman coming to the Bureau, seeking employment, is first 
registered, and given an application number and a “record” book. The 
latter 1s a small cloth-bound book recording essential details of the sea- 
man’s experience, together with space for the personal opinions of the 
captain, after each voyage, of the man’s character and ability. Having 
been registered, the seaman may now take a seat in the hall and await 
the appearance of a suitable job. 

When unlicensed seamen are required by any particular ship happening 
to be in port, the employer or his representative (from ship or office) tele- 
phones or otherwise notifies the Bureau of his needs. Within the technical 
limits of qualification specified by the employer, positions are filled at the 
hall in sequence of application numbers. A registered seaman does not lose 
his number by absenting himself from the hall, but if he is not present 
at the time the job is called, he misses the opportunity of that particular 
job. 

Should the representative of the employer (usually the mate) ask for a 
particular seaman by name, he has the privilege of hiring that man regard- 
less of his number. In all cases, the ship’s officers have the final decision as 
to the personnel working under them. They may employ a man regardless 
of the numerical system of the Bureau, and they may reject a man sent to 
them by the Bureau. Since the Bureau is not always notified of these lat- 
ter occurrences, its records have become confused and generally unreliable. 
In spite of this, however, the Bureau was able for years to control the 


* Brief, but not strictly accurate, accounts of these early events are to be found in 
Paul S. Taylor, The Sailor's Union of the Pacific, New York, 1923; and Walter J. Peterson, 
Marine Labor Union Leadership, San Francisco, 1925. More complete records are available 
in files of the San Francisco newspapers for May-August, 1921; and in the Proceedings of 
the Twenty-fifth Annual Convention, International Seamen’s Union of America, Chicago, 
1922. 
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hiring and the working conditions of all seamen shipping out of the two 
chief ports of California. 

This great power was possible because of the decade of impotence 
suffered by the International Seamen’s Union following its crushing de- 
feat in the strike of 1921. The course of wages during the period indicates 
the results of this rearrangement of power. The following table shows the 
average monthly wages paid to able seamen on American merchant vessels 
of 500 gross tons or over, Atlantic to Pacific ports. 


TABLE I* 
BN os. Je arse gece carat ak ee rage cine epoca ea ee ace S86. -1027 aerem a a ranei $60 
192I haw ache E E god A eae ee BS T928 settee ced 34 eae evenness 59 
D2 eo abe ete acl FS eae We RO Wa ee Rs 367 “1929 «ocd eS OR eA SOU 61 
DD Feta E he peace E AQ) 1030 eo crasrsthea aa E AA 61 
d eS int dea Ae ss cxew eau Gl. OS cara dan oak E ie debe eaten 60 
1929 3c p-SiO Re Ree een 597 TO32 is ck glee altar athe de Spite een eised: GW aoc 54 
EO 262 oenen od Pe a Ah ace he wean ea 6 -1933 aoei Chie keane ae Rae ead 47 


These statistics clearly reveal the terrific slash in wages which followed 
the collapse of the strike in 1921. The upturn after 1923 marks the end of 
the depression of 1921-22, and the beginning of the “prosperity” of the 
twenties. The steadiness of the curve between 1924 and 1931 indicates 
a normal level of wages under open-shop conditions, and shows how little 
the seamen benefited from the boom period of 1924-1929. The drop from 
1931 to 1933 indicated the influence of the depression of that period. 

The various marine unions were without sufficient strength to use eco- 
nomic means of fighting these wage reductions and the accompanying 
losses of other advantages, such as the eight-hour watch at sea, which 
presumably had been guaranteed by the Seamen’s act of 1915, but which 
was being superseded by the old twelve-hour watch. The monopoly of hiring 
maintained by the employers through the Marine Service Bureau, together 
with the control of wages through the same agency, left the seamen with 
no bargaining power whatever. In the face of these handicaps, the marine 
unions sought relief through politics and the courts. 

In politics, the International Seamen’s Union pinned great hopes on the 
friendship of Senator Robert M. LaFollette. A strenuous campaign for 
new legislation, conducted by LaFollette and President Andrew Furuseth 
of the Union, met with complete failure. The presidential candidacy of 
LaFollette in 1924 was vigorously supported by the I.S.U., in the expec- 
tation of receiving his aid. But his overwhelming defeat seemed to close 
the political door to any remedy, and relief was sought in the federal courts. 

The first tilt was the abortive Alfred Street case, in which suit was 
brought against the employers seeking to enjoin the Bureau from requiring 
seamen to be registered through its offices. The case was badly planned 


* Merchant Marine Statistics, U. S. Department of Commerce, Bureau of Navigation, 
nos. 2, 5, 8, 10. 
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and met with complete failure.’ A new case was therefore prepared, and 
was fought to the Supreme Court. This was the Cornelius Anderson case.° . 
In this case it was charged that the Bureau was in violation of the Anti- 
Trust act and in violation of the ancient practice that the master should 
hire his own seamen. The lower courts held against the seamen, and the 
case went before the Supreme Court. On November 22, 1926, Mr. Justice 
Sutherland delivered the opinion of the Court, reversing the action of the 
District and Circuit Courts, holding that the Bureau was in fact a violation 
of the Anti-Trust act, and remanding the case to the District Court for 
further proceedings. 

On February 1, 1927, asa result of this decision, the Bureau discontinued 
the practice of requiring all seamen to be employed through tts offices. 
It also discontinued the posting of standard wage scales. These actions re- 
moved the complaints upon which the case was built; but the union, not 
content until the Bureau should be abolished altogether, refused to aban- 
don its suit, and brought all its complaints into the open. This time, how- 
ever, the Supreme Court refused to review, and in May, 1929, the case was 
abandoned. The court battle, like the political strategy, had failed, and the 
union settled down to wait and prepare for an opportunity to use economic 
means, which appeared in the Maritime Strike of 1934. In this strike, the 
Bureau was again used as an effective strike-breaking agency. Since the end 
of the strike, on July 30, 1934, the Bureau has been successfully boycotted 
by the union, and its future is very insecure. 

The removal of the requirement of compulsory registration in 1927, how- 
ever, brought interesting results. The total number of placements recorded 
by the Bureau during the years of its life were as follows: 


TABLE 2 
1922. a. statue ayes Wace ate leacgavarwe me aarets 16866 -1928 saaxtincaedwaes Gee a 19,322 
1925: oee Seca ed enem Sb Rowe es 20.730 4929 perean bea rae waged See eee 22,510 
1924 paaa E ie cack Aa apie 18:617 1930 63 re rros eeke eean 18,112 
1925; reidos ekar tie raaa 23 240: TIT iorri uh weweuweune toe aeeen 12,578 
Kea o E E E EEE A 27,049: 1932: aoc. ge Gets oaks Ea aS 8,197 
1927 seein Caress fea daes 22.322. T933 resanni iau e ees se 9,821 


The drop beginning in 1927 reflects the elimination of the compulsory 
feature. The rise in 1929 is probably due to the then current misbelief that 
the Supreme Court’s refusal to review the case had restored the Bureau to 
its former monopolistic power. The greater decline following 1929 is 
attributable solely to the declining power of the Bureau. There are no 
statistics showing the number of seamen hired at the docks (which practice 
the seamen, by their refusal to patronize the Bureau, forced upon the em- 
ployers), get the total must have remained as high as 25,000 per year, since 

€ A more detailed description is to be found in The Seamen's Journal, XLII! (June 1, 
1929), p. 234. 


"272 U. S., Anderson vs. Shipowners, Transcript of Record, U. S. Circuit Court of 
Appeals, 9th Circuit, no. 5576 (1928). 
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the tonnage carried by the American Merchant Marine did not begin to de- 
cline, as a result of the depression, until 1931.7 

Between August, 1934, and February, 1935, the Bureau placed only 30 
or 40 men per month, a figure which does not warrant its maintenance 
except as a precautionary device for future strike-breaking. . 


H 

In the preceding section the Bureau has been described in terms of bare 
routine facts. Much more significant, however, are the realities which clothe 
the outline. For, although the formal structure of the Bureau is relatively 
simple and innocuous, the way in which it works out is subject to severe 
criticism. 

First, the seamen resent the indignities and inconveniences attendant 
upon their patronage of the Bureau. The hall is drafty, dark, and unheated. 
The furnishings are rude benches. The fact that the individual seaman must 
be present to secure a job has a tendency to require the applicant to remain 
in the hall during all of its open hours, from 7:00 A.M. to 9:00 P.M. 


More serious than the complaint of physical discomfort is the charge that — 


the operation of the Bureau leaves broad opportunity for discrimination. 
Seamen violently object to the record book, imposed on them by the Bureau, 
calling it a “grade book.” They point out that the master’s report on ability 
and conduct may be unfavorable because of temporary or unjust reasons, 
and yet remain in black and white as a bar to future employment under 
other masters. While it is possible that this is not a common occurrence, 
it is nevertheless true that the service record book lends itself readily to 
becoming an effective type of blacklist. 

In addition there are loopholes for unfair practices in the process of as- 
signing men to jobs, in the hall itself. Whereas it is asserted that the shipping 
master grants each assignment to the applicant whose registration card bears 
the lowest number, no record is kept of the numbers rejected from each 
group. Hence there is no way of proving the integrity of the shipping 
master or the impartiality of the Bureau. 

Further, the system of keeping record cards in the Bureau's files, which 
are consulted before making any assignment, lends itself readily to the 
purpose of blacklisting. When it is discovered that a seaman is a union 
official, organizer, prominent striker or picket, has been arrested during a 
strike, or has radical ideas, it is easy to place a secret mark upon his record 
card which will forever prevent him from finding a job through the Bureau.® 
One pretext or another can always serve to keep him waiting. 


"Merchant Marine Statistics, U. S. Department of Commerce, Bureau of Navigation, 
no. 10 (1933), p. 91. 

"In the Bureau, the prevailing secret mark is a red dot on the upper left-hand corner of 
the card. 
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It should be noted that the causes of such blacklisting are usually per- 
sonal or political, rather than inefficiency or incapacity. Seamen have never 
protested against the right of a ship’s officers to employ whomever they 
please. No individual sailor wishes to go to sea as a member of an in- 
competent crew, or, for that matter, of an uncongenial crew. They do protest, 
however, against having the decision made by landsmen in an uptown office. 
In this, the interests of prospective passengers and shippers coincide with 
the interests of the sailors. 

Seldom expressed, but perhaps fundamental to the union’s hatred of the 
Bureau, is the charge that the Bureau’s chief function is that of strike-break- 
ing. Even when a strike is not in progress, the Bureau maintains up-to-date 
files of potential strike-breakers. The strike-breaking activity of the Bureau 
necessitates a complete staff composed of uncompromising union-haters. 
And, since their own positions are rendered more secure and profitable by the 
existence of labor strife, it can hardly be expected that they will codperate 
with the unions, or with union men. 

All those members of the Bureau staff who come in contact with sea- 
men are possessed of police authority. Those whose activities are limited to 
the Port of San Francisco are deputy sheriffs. Those who also function in 
Oakland and other Bay ports wear badges of the state harbor police. All are 
constantly armed with loaded pistols, and occasionally with night-sticks and 
tear-gas guns. The danger of granting public police authority to the agents 
of private corporations is obvious. It is the most insidious method whereby 
public officials can “take sides” in labor disputes, and is an unfailing invita- 
tion to trouble. 

These various complaints have been constantly made and frequently 
justified in experience. As a consequence, the bitterness which the unton 
men feel toward the Bureau (which they contemptuously call ` ‘Fink Hall” ) 
is so intense as to be beyond description. This hatred is now of fifteen years’ 
standing; it has become a tradition; and nothing on earth could ever make 
the union men accept the Bureau, which they consider to be a standing insult 
to them, a perpetual incitement to quarrel and a constant invitation to vio- 
lence. 

In 


It has been previously indicated that the Bureau is now relatively im- 
potent, due to effective boycotting by the unions. This may result in its 
prompt decease. Its salvation could lie only in the smashing of the unions 
once more, which may be attempted, although, of course, such action would 
only postpone a final settlement. If the Bureau should be closed up, however, 
which some day it must, what are the alternatives? 

The unions, of course, would be glad to operate a hiring hall themselves. 
This would remove many of the greatest objections, since any discrimina- 
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tion or petty bribery arising would be a union problem, and could not be 
laid at the door of the employer. However, this plan would put the control 
of wage scales and working conditions in the hands of the unions. Since 
it is certain that the employers would not accept this plan willingly, further 
conflict would be inevitable. This has been demonstrated by experience. 
From 1902 until 1921, the Sailor’s Union of the Pacific had full recogni- 
tion from the Shipowners Association of the Pacific. Wages and conditions 
were jointly negotiated, with a labor relations committee to settle current 
disputes. This gave the Union fairly complete control of hiring, which was 
done from its own hall. The employers were never satisfied with this fac- 
tor in the situation, and sought the first opportunity of ending the Union's 
power. The circumstances surrounding the strike of 1921 provided this 
opportunity. To give full control to the unions once more, would be simply 
to set in motion the employers’ plans for breaking the unions; and the old 
cycle of conflict would continue. 

A second alternative would be the elimination of all hiring halls, with the 
consequent resort to direct employment at the pierheads, by the ship’s ofh- 
cers. This plan is subject to many criticisms. The ship may often be delayed 
because applicants fail to appear, and there is no specified place where they 
may be found. Also, the prospective applicants have no way of knowing 
about available jobs without making a tour of the water-front. Further, 
no keeping of records would be possible, the employment of sailors would 
become even more casual than it now is, and the old and horrible evils of 
“crimping” would undoubtedly reappear.® The return to this old “hit or 
miss” method should be avoided at all costs. 

Acceptable to the unions, but possibly not to the employers, wod be a 
publicly operated hiring hall. No doubt, such a hall would be subject to the 
evils of petty dishonesty and discrimination. It might fall under the domi- 
nation of either employers or unions, and it might develop political rami- 
fications, But these could be minimized by placing its staff in the Civil Serv- 
ice, and by insisting upon an unremitting light of publicity upon all its 
activities. 

Since the seaman’s work is not localized in any one community, since he 
seeks employment in a constant succession of ports, it is apparent that local 
control would not suffice. Exchange of records as well as uniformity of 
method is essential. That most unfortunate lack of statistical data which 
now encumbers all efforts to settle marine labor disputes could be corrected 
only by a uniform nation-wide system of seamen’s hiring halls. For these 
reasons it seems imperative that the halls be operated by the federal gov- 
ernment. 

‘This proposal does not involve such a radical departure froin present 


°? The vicious system of “crimping” is well described in Paul S. Taylor, op. cit, 26-33. 
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methods as may be supposed. An Act of June 7, 1872, created the office 
of Shipping Commissioner in each of the principal ports of the United 
States.*° Among the duties of the Commissioner were prescribed: “To afford 
facilities for engaging seamen by keeping a register of their names and 
characters; to superintend their engagement and discharge, in manner pre- 
scribed by law.” This, originally, was intended to apply only to those sea- 
men placed on ships bound for foreign ports. In 1886, however, it was pro- 
vided that “Shipping Commissioners may ship and discharge crews for any 
vessel engaged in the coastwise trade. . . at the request of the master or own- 
ers of such vessel... = 

This provision has been little used, and the Shipping Commissioners 
customarily supervise only certain aspects of the hiring of crews for off- 
shore vessels. The existence of these statutes, however, makes it possible to 
convert a portion of the Shipping Commissioner's office into a maritime em- 
ployment exchange with very little legislative action. 

In such a system of exchanges, relatively honest service could be assured, 
decent accommodations could be provided for waiting applicants, and the 
collection and exchange of valuable data could be made possible. 

Certain changes from the routine of the Marine Service Bureau should 
be insisted upon. For example, the registration numbers of all those ap- 
plicants rejected, as well as of those accepted for any job, should be re- 
corded. The disapproval of any man by any master should guarantee that 
that man should not again be imposed upon that master, but it should not 
prevent his employment by another master. A more closely limited number 
of hours per day should be required for the applicant’s attendance in the 
hall. At the time of the assignment of a crew, or any member of a crew, to a 
ship, a ship’s officer should be present in the hall, to accept or reject the men 
at once. Questions involving wages and working conditions should not be 
settled by the staff of the hall, but should be left to the bargaining of the 
recognized union and the employers. 


IV 


The current struggle between maritime employers and employees has been 
especially apparent on the Pacific Coast, but it is merely dormant in other 
American ports. Even on the Pacific, the National Longshoremen’s Board, 
in settling the Maritime Strike of 1934, failed to provide any basis for 
solving the problem of seamen’s hiring. As a result, the seamen are frankly 
disgusted. Throughout the winter of 1935 there has been a steady sequence 
of disputes, and serious trouble has been brewing, also, among the long- 


® Revised Statute A508, Statutes at Large, 17, p. 263. l 
4 Statutes at Large, 24, p. 80. See also Walter MacArthur, The Seaman's Contract, San 
Francisco, 1919, pp. 35-41, 44. 
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shoremen.** Like the temporary armistice secured, in 1934, in the auto- 
mobile, steel, coal, textile, and other industries, the award of the Long- 
shoremen’s Board, handed down on October 12, 1934, could not be ex- 
pected to remain as a permanent settlement. Neither side to the dispute will 
prant greater power to the other side, and yet a perfect balance of power 
cannot be maintained without skillful public intervention. Such intervention 
is urgent. 

Private employment bureaus for seamen, whether operated by ship-own- 
ers or unions, can lead only to serious conflict. Sooner or later, public agen- 
cies for this purpose must be established. Further, it is probable that the 
problem of maritime employment, in spite of its special peculiarities and 
exaggerated circumstances, is analogous to that of employment in other 
industries. 

The dearth of statistical data, which is made inevitable by that hodge- 
podge of hiring systems which characterizes our national economy, makes it 
impossible to estimate the numerical significance of that type of hall repre- 
sented by the Marine Service Bureau. We cannot know just how many men 
are hired annually through such agencies.** The type is fairly common, how- 
ever, and its chief characteristics are found in other types, different but 
similar. For example, many employment agencies are nominally private en- 
trepreneurial ventures, but actually dominated by local employers’ associa- 
tions, In such cases, the evils of the Marine Service Bureau may ordinarily 
be expected. Further, the same characteristics are often found in large in- 
dustries, employing casual labor, where company unions dominate. 

As long as private and unregulated systems of employment prevail, the 
evils herein described will continue, and at the same time it will remain 
impossible to collect that statistical information so necessary to any solution 
of the dilemma. 

The whole question of public employment exchanges, therefore, must 
be given more serious attention than has been customary in the United 
States. Without such exchanges there seems to be no hope of securing and 
maintaining any reasonable amount of coöperation between employers and 
employees, and no hope of reducing the terrific toll of industrial warfare. 

WILLIAM S. HOPKINS 

Stanford University 

“In February, 1935, the Pacific Coast units of the various seamen’s unions joined with 
the International Longshoremen’s Association in forming the “Pacific Coast Marine Federa- 
tion,” designed to present a united front of maritime unions when the existing agreement 


with employers expires in September, 1935, or sooner, if necessary. 
* The United States Bureau of Labor Statistics is unable to furnish data on this question. 
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PORGE EXCHANGE RATES AND INTERNAL PRICES UNDER 
INCONVERTIBLE PAPER CURRENCIES 


Recent experiences of England, Sweden, and Argentina under inconvertible paper cur- 
tencies indicate that popular theories of the relationship between foreign exchange rates and 
internal prices must be qualified. The usual practice of comparing only the absolute move- 
ments of the two variables has resulted in a fruitless and insoluble controversy. When com- 
modity price movements in gold standard nations are also considered, however, some funda- 
mental modifications of the theoretical conclusions which are based largely on the war and 
post-war inconvertible currency experiences are shown to be necessary. This paper perhaps 
indicates a means of bringing the major issues into a common market-place for appraisal. 

The manifest intention of several leading commercial nations to continue 
to manage their currencies on an inconvertible basis rather than to re-estab- 
lish a metallic standard makes the problem of the inter-relationship of for- 
eign exchange rates and internal prices under inconvertible paper currencies 
one of great practical significance. Under the gold standard, exchange rates 
are practically fixed and, according to orthodox theory, internal prices tend 
to rise or fall as gold (or its equivalent) flows into or out of the country in 
response to a favorable or adverse balance of international payments. When 
this mechanism is abandoned, exchange rates are free to fluctuate over a 
much wider range. The question then arises whether the movements of in- 
ternal prices are in any way dependent on exchange fluctuations, or vice versa. 
If both exchange rates and internal prices are to be manipulated, which 
seems to be the present intention in England, Sweden, and some other coun- 
tries, the problem of harmonizing the internal and external management 
policies arises. If these policies conflict, maladjustments of the very sort 
which the managed systems ostensibly aim to eliminate may ensue. A simi- 
lar problem is presented in the apparent efforts of governments to raise 
their internal prices partly by exchange manipulation. The gold purchase 
experiment of the Roosevelt administration between November 2, 1933, and 
January 31, 1934, is an outstanding example. 

The theoretical controversy over the inter-relationship of foreign exchange 
rates and internal prices under inconvertible paper centers chiefly on (1) 
the sequence of causation, and (2) the relative magnitudes of the fluctua- 
tions of the two variables. The purchasing-power’ parity (or price-parity ) 
theory, for example, consists of two propositions: (1) a proportional rela- 
tionship exists between the ratio of the internal price levels of two countries 
and the reciprocal foreign exchange values of their respective currencies; 
(2) there is a causal sequence in which relative price level changes deter- 
mine the foreign exchange rate. In contradistinction to the price-parity 
theory are theories to the effect that there exists a direct causal sequence 
running from movements of foreign exchange rates to the internal paper 
prices of international goods. Among the theorists of this school there ts, 
however, no uniformity of opinion as to the quantitative influence of ex- 
change fluctuations on relative internal price movements. 
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The present study, dealing with the inconvertible currency experiences of 
England and Sweden from September, 1931, to December, 1933, and of 
Argentina from January, 1930, to December, 1933, resolves itself into a 
consideration of the following major problems: 


1. The relative chronological sequence of internal price and foreign exchange 
fluctuations. l 

2. The relative amplitudes of the fluctuations of the two variables. 

3. The determinants of foreign exchange fluctuations. In this connection it is 
necessary further to ascertain: (a) whether exchange rates fluctuate irrespectively 
of internal prices; and (b) whether there are any automatic limitations on ex- 
change movements. 


TABLE I 


RELATIVE FLUCTUATIONS OF STERLING ExcHaANGE RATES AND WHOLESALE Price INDICES: 
ENGLAND, AUGUST I93I-DECEMBER 1933 





Wholesale price indices 





Year and (Board of Trade, August 1931 100) 
month 
Food Materials, etc. 

1931 Aug. 100.0 100.0 3 
Sept. 100.0 99.5 
Oct. 104.7 105.0 
Nov. 107.0 107.1 
Dec. 105.0 107.3 

1932 Jan. 106.7 106.4 
Feb. 106.2 105.9 
Mar. 107.4 104.1 
Apr. 102.0 IOI.0 
May 106.0 98.7 
June 103.0 96.0 
July 100.3 97.1 
Aug. 99.9 100.4 
Sept. 100.0 1O4.I 
Oct. i 98.5 103.4 
Nov. 67.5 99.0 103.2 
Dec. 67.6 100.2 102.6 

1933 Jan. 69.4 99.2 102.0 
Feb. 7063 97.2 IOI.O 
Mar. 70.5 95.0 100.1 
Apr. 70.3 93-9 100.0 
May 69.0 95.0 102.7 
June 69.4 96.4 105.8 
July 68.8 94.5 107.8 
Aug. 67.6 96.4 107.0 
Sept. 64.8 97.6 107.1 
Oct. 64.7 96.5 107.1 
Nov 66.2 96.6 e@107.2 
Dec. 67.5 95.8 107.8 


i 
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4, The casual relationship between foreign exchange rates and internal prices. 
Our approach here will be (a) to probe into the alleged influence of exchange 
rates upon internal prices, and (b) to marshall and classify evidence of the reverse 

e of influence. l 

5. The feasibility of schemes to control prices by exchange manipulation such 
as the gold purchase experiment of the United States. 


I. Relative Chronological Sequence and Magnitude of Foreign Exchange 
and Internal Price Fluctuations 

In England and Sweden exchange and internal price fluctuations were 

either simultaneous or else exchange movements preceded those of internal 


TABLE 2 


Reiatrve Frocruatrions oy Krona EXCHANGE Rates AND WHOLESALE 
Price INDICES: SWEDEN 
AUGUST I93I-DECEMBER 1933 


Wholesale prices 


Bape- = 
Year and month Krona exchange 
General Raw materials 

1931 Aug. 99.7 100 100 
Sept. 97-7 98.2 95.3 
Oct. 86.2 99.0 96.3 
Nov. 77.4 100.9 IOI.0 
Dec. 69.9 Ior.8 102.0 
1932 Jan. 71.8 100.0 IOI.0 
Feb. 72.0 100.9 IOI.O 
Mar. 74.0 100.0 102.0 
‘Apr. 41.3 100.0 102.9 
May 70.0 100.0 103.8 
June 69.8 l 99.0 102.9 
July 68.0 99.0 102.9 
Aug. 66.6 99.0 102.9 
Sept. 66.5 100.9 103.8 
' Oct. 65.4 100.9 105.8 
Nov. 65.0 100.0 105.8 
Dec. 66.9 99.0 103.8 
1933 Jan. 68.1 97-5 IOI.O 
Feb. 67.6 97.5 IOI.0 
Mar. 67.0 96.4 IOI.O 
Apr. 66.8 96.4 100.0 
May 64.4 97.3 IO1.0 
June 64.6 97.3 IOI.O 
July 64.0 99.0 102.0 
Aug. 63.2 99.0 99.0 
Sept. 60.4 100.0 100.0 
Oct. 60.2 100.0 100.0 
Mov 61.5 100.9 101.0 
Dec. 62.8 100.9 IOI.0 


Source of data: Skandinaviska Kreditaktiebolaget, Quarterly Reports. 
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prices (Tables 1 and 2). At no time did internal prices tend to move before 
exchange rates. The theory of exchange rate causation stated in the price 
parity theory, i.e., from relative price level fluctuations to exchange rates, 
therefore, is plainly inapplicable to the experiences of these two countries. 
Apparently, in other words, fluctuations in sterling and krona exchange were 
caused chiefly by variations of each country’s respective balance of interna- 
tional payments and by fluctuations of public confidence in their future 
values. The existence in each country of exchange control systems which 
apparently were designed to control these two forces seems to support this 
analysis. 

The Argentine figures (Table 3) do not yield a clear comparison of the 
relative chronological sequence, but a similar explanation of the deprecia- 
tion of peso exchange is warranted. The major cause seems to have been an 
adverse balance of international payments brought about chiefly by (1) the 
contraction after 1928 of the influx of foreign capital, and (2) the decline 
in the price of her exports relative to the prices of her imports.? Nothing in 
the data in Table 3, it will be noted, supports the sequence predicted by the 
purchasing power parity theory. 

The magnitudes of relative exchange and internal price movements are 
shown to have been extremely divergent in the three countries. Some price 
indices and individual prices increased substantially, some others rose 
moderately or not at all, and some actually continued to decline after the 
suspension of the gold standard. The divergence among various price in- 
dices is shown in Tables 1, 2 and 3, and among the paper prices of several 
important foreign trade commodities in England in Tables 5 and 6. Plainly, 
there was no symmetrical inverse relationship between the movements of 
exchange rates and price levels. This fact contradicts not only the price 
parity theory but also the theories of several writers of the opposing school. 

It appears, therefore, that in England, Sweden, and Argentina exchange 
rates were not the final results of fluctuations of their respective internal 
price levels relative to the price levels of other countries, Since foreign ex- 
change fluctuations frequently preceded internal paper price movements in 
the three countries, the possibility that the contrary hypothesis, 7.e., that ex- 
change movements governed in some degree the price level and individual 
price changes, must be examined. 


* The British Exchange Equalization Account commenced operations in July, 1932. Cf. 
Alzada Comstock, ‘The British Exchange Equalization Account,” Am. Ecos. Rev., Dec., 
1933, pp. 608-621. 

The Swedish Riksbank apparently exercised control over the krona throughout the period 
of currency inconvertibility. Cf. Bertil Ohlin, statement to N.Y. Times correspondent, com- 
paring the U.S. foreign gold purchase policy with the Riksbank policy since the autumn of 
1931. N.Y. Times, October 31, 1933, p. 8. 

"Cf. Institute of International Finance, Bulletin No. 62, April 19, 1933. Argentina 
established rigid supervision of all exchange transactions supplemented by strict regulation of 
commodity imports and exports in the autumn of 1931. 


TABLE 3 


RELATIVE Fiuctvations of Peso ExcHancE RATES AND WHOLESALE PRICE 
Inprces: ARGENTINA, JANUARY, I930-DECEMBER, 1933 








Year and Wholesale prices 
meee Agricultural Other 
i and pastoral products 
1930 Jan. i : 97.0 
Feb. 95.6 
93-7 
94.2 
93.0 ; 
91.8 94-4 
88.9 94.2 
89.9 93.5 
83.9 93.0 
78.2 93.0 
68.6 92.3 
64.5 92.0 
1931 63-4 93.1 
64.2 92.9 
64.2 91.9 
62.0 91.2 
63.2 g1.§ 
63.5 91.4 
64.3 90.4 
63.4 91.3 
62.4 92.3 
68.7 103.2 
i 68.9 103.1 
5 61.4 100.9 
1932 § 58.9 99.1 
-9 60.8 99-5 
-I 63.1 99-4 
4 60.4 99.1 
Ae 58.6 99.0 
a 58.3 98.5 
6 59.2 97-7 
6 61.2 96.1 
4 62.8 95.8 
5 59.0 95-5 
“I 55.0 95-5 
5 §1.9 94-5 
1933 3 53.5 93:9 
“J 52.4 94.0 
<a 52.6 93-7 
7 52.8 93.2 
7 56.7 92.3 
“5 58.8 92.4 
E 63.0 93.0 
9 ~ 60.2 92.5 
.O 58.5 91.8 





1 Nominal: pegged to franc at 14.84 fr./peso. 
2? Nominal: pegged to franc at 12.38 fr./peso. 
Source: Revista Economica of Banco de la Nacion, Argentina, and Fed. Res. Bull. 
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II. Exchange Rates as Determinants of Internal Prices 


(a) England and Sweden. There is considerable difference of opinion 
regarding the quantitative influence of foreign exchange depreciation on the 
internal commodity prices of inconvertible currency countries. Mr. Rufus 
Tucker, for example, argues that the heavy discount on sterling and krona 
exchange increased the cost of imported goods while the prices of exported 
goods were not similarly benefited; that exchange depreciation caused an in- 
crease of import prices but failed to increase export prices in the two coun- 
tries.® 

In a recent article, however, Professor S. E. Harris presents some figures,* 
shown in Table 4, which conflict with Mr. Tucker's generalizations. 


TABLE 4 


ENGLAND: Percentacs CHANGE or GENERAL, IMPORT AND EXPORT 
Parce INDICES: 1930-1933 


Wholesale prices Export Import 
Year (Board of Trade) prices 4 prices 
1930 100 100 100 
1931 87 89 81 
1932 85 83 75 
1933 84 82 71 


According to these data both import and export prices in England fell after 
the suspension of gold payments, but import prices fell more sharply than 
export prices. Furthermore, it appears that the sterling prices of international 
goods declined about eight per cent more than the prices of domestic com- 
modities. Professor Harris concludes, on this evidence, that the effects of 
sterling depreciation on the internal prices of international goods were 
small, and that these prices declined mainly in response to world deflation- 
ary forces. He suggests the liberal currency policy of the English government 
as the main reason for the relative buoyancy of the prices of domestic com- 
modities.® 

Mr. Tucker and Professor Harris both seem concerned only with absolute 


price changes within the inconvertible currency countries. Since the prices — 


_ of international commodities are determined in world markets, it is necessary 
to consider also their price movements in other countries, particularly in 
countries remaining on the gold standard. By this method it may be possible 


ER. S. Tucker, “Gold, Prices, and Prosperity, No Statistical Basis for the Commodity 
Dollar,’ Annalist, Dec. 1, 1933, vol. 42, no. 1089, p. 709. Dr. B. M. Anderson states Mr. 
, Tucker's argument with approval in his article, “On the Practical Impossibility of a Com- 
modity Dollar,” Chase Econ, Bull., vol xiii, no. 4, Dec., 1933, p. 21. * 

*S. E. Harris, “British and American Exchange Policies, the British Experience,” Quart. 
Jour. Econ., May, 1934, p. 509. 

' Ibid., pp. 509-510. 
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to afrive at some conclusions regarding the quantitative effect of exchange 
depreciation on the internal prices of inconvertible currency countries. 

England’s imports consist chiefly of foods and raw materials. On the 
avetage, the proportions from August, 1931, to December, 1933, were as 
follows: foods, 50 per cent; raw materials, 26 per cent; manufactured prod- 
ucts 25 per cent. Table 5 presents the domestic wholesale prices of eleven 
commodities, most of which are foreign to England, compared with their 
respective world (gold) prices. These commodities are arranged in two 
groups. 

The first group consists of cotton, wool, tin, zinc, wheat and coffee. The 
paper prices of the commodities in this group were consistently high relative 
to the general index of internal wholesale prices. Particularly striking is the 
fact that the fluctuations of the paper prices of these commodities were in- 
variably parallel to those of their respective gold prices. And furthermore, 
the difference between their respective paper and gold prices was consist- 
ently about 30 to 40 per cent, almost the average amount of the discount on 
sterling exchange. 

The second group consists of five commodities, copper, rubber, lead, 
sugar, and butter, the English prices of which were frequently below the 
general average of internal prices after the suspension of the specie pay- 
ments, Copper, rubber, and lead exhibit this tendency for about one-quarter 
of the period under consideration, and sugar and butter for more than two- 
thirds of the period. If only the paper prices of these commodities are con- 
sidered, it might be inferred that sterling exchange depreciation exercised 
little or no influence on the prices of these five commodities. When, how- 
ever, their paper prices are compared with their respective world gold prices 
the opposite inference seems to be warranted. The paper and gold prices of 
the commodities in Group II, like those in Group I, show a marked parallel- 
ism in their monthly fluctuations, regardless of their absolute movements in 
England. Furthermore, the differential in each instance usually approxi- 
mated the amount of the discount on sterling exchange. It is to be noted that 
the differential diminishes, and sometimes disappears in the case of butter 
toward the end of 1932 and in the early months of 1933. 

The differential which usually existed between the paper and world gold 
prices of these international commodities should probably be attributed 
mainly to the influence of the discount on sterling exchange. It cannot, how- 
ever, be held to represent entirely the effects of sterling depreciation, since 
various other factors, some of a non-monetary nature, were plainly of great 
importance. The diminution of the differential in the case of butter, for ex- 
ample, may perhaps be traced to some such outside factor. The Economist 
points out that in 1932 the weakness of the English prices of butter (and 
cheese) 
is to be attributed mainly to the maintenance of the price of these commodities in 
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the early years of the depression and the consequent transfer of production in the 
dominions from unremunerative cereal production to this form of agriculture.® 


The question of the quantitative effects of sterling exchange depreciation 
on the English prices of exported manufactured commodities remains to be 
considered, England’s exports consist principally of manufactured products, 
and in Table 6 the wholesale prices of four of her chief exported manufac- 
tured commodities are presented. The figures in the table show that some 
export prices increased after the departure of England from the gold stand- 
ard. Prices of cotton yarn were at all times substantially above their quotation 
in August, 1931; and except for occasional lapses this is also true of cotton 
cloth and wool tops. Leather prices, on the other hand, after increasing about 
10 per cent during the first few months of exchange depreciation, fell heavily 


TABLE 6 
Ewartse WHoLkSALE Prices or Four Exporrep MANUFACTURED COMMODITIES 


Leather 
(sole bends) 


Ico 


107 
TIO 


38 
e 88 





Source of data: The Economist, “Commercial History and Review, 1932, 1933, 1934.” 
* The Economist, “Commercial History and Review of 1933,” Feb. 17, 1934, p. 45. 
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after February, 1932. From this time forward the price was continuously 
below the August quotation. 

Although it seems that sterling exchange depreciation did operate to 
create a spread between the world gold prices and the internal paper prices 
of international commodities, such differential was not an inevitable result 
of exchange depreciation. Furthermore, there clearly was no necessary in- 
verse relationship between the relative fluctuations of sterling exchange rates 
and internal paper prices in the case of either exports or imports. 

The discount on sterling exchange apparently was partially responsible for 
the absolute increase of the internal prices of some international commodi- 
ties, There being no uniformity in the fluctuations of internal prices how- 
ever, forces other than exchange depreciation were undoubtedly effective. 

(b) Argentina, Peso exchange, as Table 3 shows, was continuously at a 
heavy discount in terms of gold currencies after the suspension of gold con- 
version in December, 1929. Internal prices, in comparison, displayed two 
very striking characteristics. First, internal wholesale prices of agricultural 
and pastoral products, Argentina’s leading commodity exports, actually fell 
more rapidly and at times more severely than peso exchange depreciated. The 
decline of this index is comparable with the decline of similar indices in gold 
standard countries. Secondly, internal wholesale prices of other commodities 
not among the important exports were comparatively firm. During 1930 and 
the first three quarters of 1931, these prices fell slightly below their level at 
the end of 1929; then, for about fifteen consecutive months, they fluctuated 
somewhat above this level, after which the index declined again to a rela- 
tively lower level. 

The singular decline of agricultural and pastoral prices runs counter to 
the theoretical expectations either that internal prices should move inversely 
to exchange rates, or that exchange rates should move inversely to prices. 
This price decline probably was partially responsible for the depreciation of 
peso exchange in so far as it aggravated Argentina’s adverse balance of pay- 
ments. It is obvious, on the other hand, that the internal prices of agricultural 
and pastoral products, important as they are in Argentine foreign trade, 
were depressed by forces which outweighed any inflationary influence which 
might be expected from the exchange depreciation. The paper prices of 
these commodities apparently were dominated by the following powerful de- 
flationary forces: (1) The decline of world gold prices, a decline that was 
most severe in the case of primary commodities; (2) Diminished purchasing 
power of consumers in England and continental Europe, the chief markets 
for Argentina’s exports; (3) Undiminished internal production of Argen- 
tina’s most important exports. Failing external markets for these products 
naturally résulted in excessive domestic supplies; (4) The expected effect of 
the Ottawa Conference on England’s future foreign trade policies. 

The comparative firmness displayed by the wholesale price index of other 
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commodities seems to tell a different story. Although Argentina plainly suf- 
fered from a superabundance of production from her natural industries, she 
also suffered a paucity of commodities which either were not produced do- 
mestically, or were manufactured largely from imported materials. This 
shortage probably was intensified by the restrictions which were placed on 
imports in the autumn of 1931. The relatively higher prices of “other 
products,” then, seems to have been caused partly by the internal shortage 
of such commodities, and partly by peso depreciation. 

The experience of Argentina since 1929 seems to indicate conclusions 
similar to those drawn from the English and Swedish experiences under in- 
convertible currencies since 1931. Peso exchange depreciated about 10 per 
cent more than either sterling or krona exchange, yet the internal prices 
of Argentina, like many prices in England and Sweden, were notably un- 
responsive to any potential inflationary force of exchange depreciation. In- _ 
ternal price deflation in all three countries since 1929 was part of a world- 
wide phenomenon; and although exchange depreciation may have retarded 
this internal deflation somewhat, it was powerless to counteract completely 
the force of other deflationary factors. 


Conclusions 


The foregoing analysis seems to justify the following conclusions. 

1. The purchasing power parity theory is erroneous as an explanation of 
the movements of foreign exchange rates. In the experiences examined in 
this study, relative movements of internal prices and foreign exchange rates 
were not in conformity with the conditions posited in the theory. Neither 
internal prices nor price levels tended to move in advance of reciprocal 
fluctuations in exchange rates in any of the countries for which data are given 
in the tables, and there is no evidence that the relative fluctuations of the 
two variables were quantitatively symmetrical. 

2. The explanation of foreign exchange fluctuations is chiefly a matter of 
emphasis. At one time a given force, or complex of forces, may dominate 
the rates, while at another time a totally different assortment of influences 
may be dominant. Hence, there is no such thing as a “normal” level of ex- 
change rates as set by any single factor (such as prices) or combination of 
factors. Nor are there any “natural” limitations on exchange rate fluctua- 
tions. 

3, Attempts to control foreign exchange rates through the purchasing 
power parities are, therefore, bound to be fruitless. Exchange control can 
succeed, either in the short or long run, only if the forces governing the bal- 
ance of payments and exchange speculation are regulated. ‘The exchange con- 
trol systems which were established in England, Sweden and "Argentina 
operated on this basis. 

4, Foreign exchange depreciation usually exercised some influence over 
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the paper prices of international commodities. This conclusion is based 
largely on a comparison of the relative movements of the respective gold and 
paper prices of such commodities in England. Regardless of the absolute 
trend of the internal paper prices of international commodities, these prices 
tended usually to be relatively higher than corresponding gold prices after 
the exchanges depreciated in terms of gold. There is no indication that this 
differential represented a definite quantitative influence on the part of ex- 
change rates. Some paper prices of international goods apparently were in- 
fluenced to a greater extent than were others, but it is doubtful if exchange 
depreciation ever affected paper prices by the full amount of the discount in 
terms of gold because of the influence of various forces which seem to have 
operated directly to counteract the potential effect of exchange depreciation 
on paper prices. Probably the most significant of these were the depreciation 
of other currencies, intensification of foreign trade barriers abroad (fre- 
quently for this specific purpose), and diminished purchasing power of con- 
sumers in customer nations due chiefly to the deepening of the world de- 
pression. 

5. Contrary to some hypotheses, paper prices of international commodi- 
ties were not driven upward as an irresistible and inevitable consequence of 
exchange depreciation. In England it was observed that the sterling prices 
of some important foreign trade commodities actually fell after the suspen- 
sion of gold, while some others recorded substantial gains. The Swedish in- 
dex of raw material wholesale prices, evidently composed chiefly of imported 
commodities, was generally higher after the departure from gold, but export 
prices, measured roughly by the general index of domestic prices, apparently 
tended to fall somewhat until the second half of 1933. In Argentina paper 
prices of exported commodities actually fel about as much as the peso depre- 
ciation in terms of gold. Import prices, on the whole, showed little or no 
tendency either to increase or to fall. 

6. The following conditions seem to account for the frequent failure of 
internal paper prices to rise in response to exchange depreciation. (a) The 
effectiveness of exchange depreciation as a price raising factor was impaired 
by various neutralizing forces. (b) Frequently, any increase of internal 
paper prices which might have been expected to result from exchange de- 
preciation was offset by the further decline of the corresponding gold prices 
in gold standard countries. (c) Various other forces may have tended either 
to suppress or to preclude increases of the paper prices of international 
goods. For example, the official currency policies of England and Sweden 
for several months following the abandonment of the gold standard prob- 
ably discouraged incipient internal price inflation considerably. Internal 
business lethargy, prevailing and prospective over-production of certain in- 
ternational commodities, and uncertainty regarding domestic and external 
economic conditions may also have played a significant part. 


272 Horace G. White, Jr. [June 


7. It thus appears that the theories of the interrelationship of internal 
prices and foreign exchange rates which hold that exchange movements af- 
fect internal prices must be revised and qualified. (a) There is no necessary 
and definite quantitative relationship between the two variables. (b) Inter- 
nal paper prices do not inevitably tend to move inversely to fluctuations of 
the foreign exchanges. (c) As a rule, exchange depreciation tends to create 
a spread between the gold and paper prices of international goods, but even 
here peculiar circumstances may give rise to exceptional cases. 

8. Attempts to govern movements of the internal prices of international 
goods by manipulation of the foreign exchanges are as likely to fail as they 
are to succeed. As shown, there is no necessary or inevitable inverse rela- 
tionship between movements of exchange rates and internal prices. The ef- 
fectiveness of such schemes seems to depend largely, if not entirely, on con- 


ditioning circumstances. The failure of the United States gold purchase | 


experiment may, therefore, be attributed to a faulty conception of the inter- 
relationship of foreign exchange rates and internal prices under inconverti- 
ble paper currencies. 
HORACE G. WHITE, Jr. 
Cornell University 


INDUSTRIAL EXPANSION IN TEMPERATE 
SOUTH AMERICA? 


The ABC countries of temperate South America have been forced to attain a greater 
measure of self-sufficiency by the nationalistic policies of industrial nations. The trade bar- 
riers which have been erected in Europe and the United States against agricultural products 
and raw materials have placed these countries in the forefront of foreign trade decline. Thus 
their capacity to purchase abroad has been curtailed greatly. The only alternative to doing 
without certain products was to manufacture them within the country. After 1929, depre- 
ciated currencies, higher tariffs, exchange control, and the sheer inability to secure exchange 
created a distinct advantage for local manufacturers over importers. As a result new industries 
have been established and older ones have started the manufacture of new products. Much 
of this industrial expansion will be permanent, for vested interests have been created which 
are doing everything possible to fortify their position. Temperate South American countries 
will not become great industrial areas because essential raw materials are Jacking; but they 
are producing and will continue to produce many articles which previously were imported. 

The economic position of temperate South American countries in relation 
to industrial nations has shifted rapidly during the depression years. These 
countries undoubtedly have passed through a period of adjustment, one 
which was characterized by a growth of industrial activity, offsetting de- 
clines in agricultural and mining activities. It is as yet too early to evaluate 
fully either the extent or the significance of this movement, but that the 
ABC countries have become more self-sufficing in relation to products pre- 
viously imported, and that vested interests have emerged which will serve 
to crystallize this change is evident both by observation within their bor- 
ders and by recourse to the limited statistical data available. 

Nationalistic tendencies are not dominant in these countries. National 
leaders fully recognize the desirability of a heavy volume of foreign trade. 
Nor is the press nationalistic in its attitude. An editorial policy more ortho- 
dox, from the point of view of an internationalist, than that of La Prensa 
of Buenos Aires is difficult to imagine. Yet notwithstanding the feeling 
among informed people that nationalistic tendencies were detrimental, and 
that the nation’s self-interest lay in a resumption of heavy foreign trade, 
still trade continued to shrink at an alarming rate and, as a corollary, addi- 
tional efforts were made to provide needed commodities within each na- 
tion’s borders.? National self-sufficiency to a greater and greater measure 
was forced upon these countries by the governmental policies of the United 
States and European nations. Independent judgment was of little moment. 
Self-sufficiency was the only alternative to a decreased standard of living in 
view of drastically lowered prices for exportable commodities and not only 
non-expansible but definitely contracting markets. 

Continental European markets have been practically closed to Argentine 
cereals and meats through trade barriers of every conceivable type—tariffs, 
quota systéms, and license systems. Tariffs ranging from 85 cents to $1.60 

*The author is indebted to the Social Science Research Council for the grant under 


which the material for this article was secured. 
* Foreign trade reversed its downward tendency in the first six months of 1934, 
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per bushel on wheat have so stimulated home production that France, 
Italy, and Germany are practically self-sufficing. Germany, by using syn- 
thetic nitrates in place of those previously imported from Chile, has become 
self-sufficing in cereals and meats, which were previously imported from 
Argentina and Uruguay. Our own high tariff on Argentine chilled beef ef- 
fectively closed the United States market. The English market, for many 
years the chief reliance for meat exports, has been partially closed by the 
Ottawa agreements between England and other members of the British 
Empire. The state of mind in Argentina during the Ottawa Conference was 
one of considerable perturbation through fear that the English market for 
chilled beef would be greatly curtailed. While the action taken was less 
drastic than many expected, still a quota system was imposed and exportation 
from South America was limited. Numerous specific examples could be cited 
of the manner in which the nationalistic acts of industrial countries have 
hampered the export trade from South America, but it is sufficient to recall 
that between 1929 and 1933 the ABC countries were in the forefront in 
foreign trade decline. 

In order to contribute to our understanding of their present position let us 
note economic tendencies in the ABC countries during the past two decades. 
The World War placed demands upon these countries for food products, 
but because of limitations of supply and interference with transportation, the 
total quantities exported did not increase greatly during the war period. The 
value of exports, however, did increase to a marked degree. Later, after the 
end of the war, the quantity exported increased rapidly whereas the value 
remained about the same. This was especially true after 1924, when prices 
turned downward for most agricultural products and raw materials, includ- 
ing cereals, cotton, coffee, nitrates, tin, and lead. Argentine exports, which 
consist largely of cereals and meats, furnish a good example. 


INDEXES OF EXPORTS FROM ARGENTINA? 


Years Quantity index Value index 
1911-1915 100% 100% 
1916-1920 90 170 > 
1921-1925 116 170 
1926-1930 163 188 


* El Comercio Exterior Argentino en 1931 y 1930, Boletin no. 209, pp. 6 and 27. 


This table shows that the quantity of exports was actually less in the sec- 
ond half of the 1911-1920 decade than in the first half, also that the quantity 
of exports in the 1926-1930 period was almost double that of the 1916-1920 
period. Meanwhile the value of exports increased but little after the war 
years. Steady decreases in value were experienced after 1929 ygntil 1934. 
In 1933 dollar value of exports was only 32 per cent of the 1929 figure. 

As regards mineral exports over a like period, much the same variations 
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in quantity and value are apparent as for agricultural products, although the 
variations are less pronounced. Nitrates and copper, both from Chile, com- 
prise the chief mineral exports. Therefore, attention will be given to Chilean 
export data. 


INDEXES OF EXPORTS FROM CHILE! 


Years Quantity index Quantity index Value index 
Nitrates Copper All exports 
1911-1915 100% 100% ` . 100% 
1916-1920 106 196 163 
1921-1925 83 321 135 
1926-1930 98 553 172 


* Commerce Yearbooks, United States Department of Commerce, Bureau of Foreign 
and Domestic Commerce, 


Nitrate being a war necessity, Europe placed additional demands upon 
Chile during the war period. Exportation increased, but even for this product 
the quantity did not increase so greatly as might have been expected, whereas 
the value of nitrate exports about doubled. In the latter half of the 1921- 
1930 decade, despite synthetic nitrate production in all the industrial nations, 
exports were approximately as high as in the war years. Production in 1928 
actually exceeded the previous all-time high of 1917, a war year. 

In the case of copper, the most notable production and export increases 
came after, not during, the war years. Such rapid strides were made in the 
1921-1930 decade that Chile, in 1929, accounted for one-sixth of the total 
world production. The value of all exports in the meantime moved in a 
dissimilar course. There was a rapid rise in the war period, largely because 
of the higher prices realized rather than because of quantity increases. A re- 
duction followed, but the period 1926-1930 witnessed a return to a slightly 
higher level than that attained during the war period. Let us recall that in 
their foreign trade experience, Argentina and Chile are similar, although 
unlike products comprise that trade. Briefly stated, the value of exports 
increased by about two-thirds during the war and remained about constant 
during the ten-year period thereafter. The quantity of exports showed little 
change during the war period but increased rapidly thereafter. 

The forces behind these phenomenal production increases in cereals, 
meats, copper, and coffee and behind the maintenance of output in nitrates, 
despite synthetic nitrate developments, are numerous. During the war, indi- 
viduals and governments became accustomed to a certain level of revenue, a 
much higher one than formerly. The standard of living was measurably in- 
creased. Governments greatly increased the scope of their activities. Later, 
under a reduced price level, more and more was produced and exported in 
an attempt to secure the same value return. Natural resources for the increase 
of production were almost unlimited. Greater impetus was given by the 
downward tendency of prices after 1924; and the culmination in greater 
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output and in the building up of heavy stocks both in South America and 
abroad came in the latter part of the 1921-1930 decade. 

Cereal production in Argentina was aided by mechanization. This fact is 
demonstrated by the heavy sales of tractors, gang-plows, and harvesters, to 
whose use the broad, level Argentine pampas are well suited. Exportation 
of cereals almost doubled in ten years, and the ease with which farm machin- 
ery could be used was a factor of no little importance. Wealthy Argentines 
extended their holdings of land on the edges of that previously in use, and 
with the aid of power equipment broke it up for wheat, maize, and other 
cereals. Production was at low cost, and while supplies accumulated in other 
producing areas Argentina flooded the market. The almost complete absence 
of storage capacity adequately prevented holding the crop from one year to 
the next as was done in the United States and Canada. 

Investment by foreign concerns in Chilean nitrate and copper deposits 
was mainly responsible for the increased output of these minerals. Technical 
improvements appeared in mineral extraction, particularly in the extraction 
of nitrates through the perfection of the Guggenheim process. Production 
costs were reduced, and the hope was expressed that lower prices would 
induce larger takings by other countries and enable Chile to compete more 
favorably with synthetic producers. Such hopes in the main failed to ma- 
terialize, but large stocks were created on the basis of that expectation and 


because of the unwillingness of the nitrate companies to restrict operations 


unless absolutely forced to do so. In the case of copper production, costs 
were low in Chile, and this was sufficient reason for increased output. Rapid 
development of the electrical industry, particularly in the United States, 
prevented undue accumulation of copper for some years despite increased 
supplies from newer areas such as Chile and Rhodesia. Still, existing stocks 
were heavy at the beginning of the depression, and only artificial price 
control prevented price recessions at an earlier date. 

Doubtless other forces were influential in the rapid expansion of exports 
from these newer areas but those mentioned appear to be of major signif- 
icance. The general effect was that these countries in which production costs 
were low contributed heavily to a serious overproduction, heavy surpluses, 
and a continually weakening price structure after 1924. Evidence of such 
maladjustment might have been noted two or three years prior to 1929 
as a warning of impending difficulties. After 1929 the upward tendency of 
exports was reversed and volume diminished rapidly. 

Turning our attention to the import side of the foreign trade experience 
of the ABC countries, we find that the volume increased markedly during 
the two decades under consideration. This is not surprising in view of the 
value increase in exports during the war. But after 1920 the value of imports 
increased at an accelerated pace, whereas the value of exports remained 
almost stationary. Only by means of heavy borrowings from abroad and 
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through investment by foreign concerns could such a large volume of 
product have been imported between 1920 and 1930. This method of 
payment could not continue indefinitely. It is essentially self-destructive, for 
eventually dividend and interest requirements would exceed new invest- 
ments. 

A thorough analysis of the loans to the South American republics is 
unnecessary. Many such analyses have been made. It may be said briefly 
that neither in present nor in future ability to pay was the greater share 
of the loans justified. The chief indictment was that they were not used for 
productive purposes. Rather, they were habitually used to meet current 
administrative deficits after extravagant and wasteful governmental expendi- 
ture. Securing another loan was the accepted mode of escape from embar- 
rassing financial situations. Often loans were partly used to finance costly 
and questionable governmental activities such as the valorization of coffee 
and the operation of railroads. In summary, they were habitually applied to 
capital objects only remotely productive of goods for export or to reduce 
the need for imports, and therefore means were not provided for debt 
service or repayment. 

Loans to Latin America practically ceased in 1929, and a complete break- 
down in trade relationships soon followed. With this marked decline in 
loans came -a drastic decline in imports, chiefly from the United States. 
Regrettably, four South American countries head the list of all important 
nations in the extent of their decline in foreign trade. Between 1929 and 
1932 the average decline in imports for the world was between 60 and 65 
per cent, but that of Chile was 87 per cent; Peru, 78 per cent; Brazil, 75 per 
cent; and Argentina, 74 per cent.* Imports from the United States showed 
an even greater decrease, and England regained the first position as the 
supplier of Argentine needs. 

' What followed in South American countries in conjunction with the 
shrinkage in foreign trade is now a matter of record. Depreciated currencies, 
higher tariffs, exchange control, and moratoria on debt service constituted 
the sequence of events between 1929 and 1932. Argentina raised all tariffs 
a flat 10 per cent. This was in reality a 38 per cent increase, since the average 
tariff paid on dutiable merchandise in 1930 had been 28 per cent. Tariff 
increases in Brazil and Chile were even greater. Exchange control was 
instituted by all three countries in the middle of 1931. Chile declared a 
moratorium on debt service on July 15, 1931; and Brazil took similar action 
on September 19. While Argentina, to her great credit, has maintained 
service on her national external debt, irae) of the Argentine states and 
involving *reduced imports, unstabilized currency, higher tariffs, and mora- 
toria on debt service, and largely as a result of them, there has appeared a 


* J. B. Condliffe, “Vanishing World Trade,” Foreign Affairs, July, 1933, p. 646. 
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little noted but marked stimulation to industry. Let us recall the opening 
statement of this article; namely, that the ABC countries have been passing 
through a period of economic adjustment, one which is characterized by a 
growth in industry, offsetting declines in agricultural and mining activities. 

Evidences of both new and rejuvenated industrial activity abound, but 
let us first examine the causal factors more closely. First among them in 
order of time was currency depreciation. In Argentina, for instance, the peso, 
which has a par value of 42 cents, depreciated to a value of about 25 cents. 
For many months before the United States went off the gold standard the 
official rate established by the Exchange Control Board was 3.88 pesos per 
dollar, or a peso value of 26 cents. With a decrease in the value of the peso 
in relation to foreign currencies, importers were forced to increase their 
peso prices to Argentine consumers in order to secure the same amount for 
their products in dollars, English pounds, or other foreign currencies. Prices 
of imported commodities would have been increased about 60 per cent 
had there been an exact equivalence between peso depreciation and price 
increase. Local manufacturers were placed at a decided advantage over 
importers, for their costs of production were increased only to the extent 
that imported raw materials entered into their finished products. Costs of 
native raw materials, labor, and overhead costs were little influenced by 
currency depreciation. Therefore, in spite of the fact that the domestic article 
was often inferior in quality to the imported one, still importers were unable 
to compete successfully with domestic manufacturers. 

Of like effect were tariff increases. While higher rates were applied pri- 
marily to maintain governmental revenues in the face of decreasing imports, 
still the effect was to stimulate home industry. In Argentina, as noted 
previously, 10 per cent was added to all existing duties, and this constituted 
an average increase in duties of about 38 per cent. Some increases were made 
in basic rates as well, and certain reclassifications had the effect of an increase. 
Such upward tariff readjustments could not fail to improve the position of 
local industry, at least temporarily, especially in marginal cases in which 
the protection previously given was not quite sufficient to permit manu- 
facture on a profitable basis. It should be observed also that raw materials 
were mostly on the free list of Argentine imports and thus were not affected 
by the general increase in import duties, Therefore an advantage was given 
to the local producer over the importer even in those industries in which 
the raw materials were largely imported. 

Even though heightened tariffs and depreciated currency were impotent 
in withholding imports, other forces succeeded in doing so. One of these 
was the sheer inability to obtain exchange even though goods could be 
imported and sold at a profit under existing exchange rates. “Exchange 
control boards in these countries dictated the allotment of exchange, and the 
importer was at the mercy of these organizations. While there was a floating 
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supply of bootleg exchange, it was limited in amount and there was always 
doubt whether such exchange could be purchased legally. Many importers 
would have willingly paid the higher rates of the bootleg exchange market, 
but the question of legality and the possibility of later action by the govern- 
ment made them hesitant to do so. Therefore, if the exchange control 
authorities did not grant exchange to an importer, he could not continue 
to do business unless he continued to sell in the hope that exchange would 
soon be forthcoming. But the extent to which an importer or a foreign 
manufacturer will continue to sell goods and accumulate balances in foreign 
currencies for which there is little immediate chance of remittance is neces- 
sarily limited. Representatives of North American companies had many 
bona fide orders which could not be filled because their parent organizations 
refused to make further shipments until frozen balances in South American 
banks were transmitted to New York. The orders were taken at a price 
which would allow a profit at exchange rates considerably above the official 
rates established by the Exchange Control Boards. Therefore it was not the 
higher price necessarily charged for the imported product because of currency 
depreciation and tariff charges but arbitrary control which withheld im- 
portations. : 

Then, also, the exchange control boards prepared and were guided by 
preference lists in the allocation of exchange. The object in view was to give 
preference to those products considered as necessities in the national econ- 
omy, such, for instance, as certain raw materials needed but not existing 
within Argentine borders. Even for products toward the head of the list 
it was sufficiently difficult to procure exchange cover. For products regarded 
as luxuries, which were in the lower ranges on the list, little if any exchange 
was granted. Such products were also particularly subject to increased tariff 
charges and at times to extra internal taxation because of their foreign 
origin. As a result of these influences the manufacture of pharmaceuticals, 
beauty products, and other small-value consumers’ goods has been enjoying 
what might be termed a boom period during the past few years in both 
Brazil and Argentina. 

Among other forces influential in industrial growth should be mentioned 
the activities of the foreign branch plants and public utility companies 
located in these countries. Such organizations have done everything possible 
to encourage local manufacture. The incentive to do so was an urgent one. 
The situation was briefly as follows. Exchange had been needed for two 
purposes: to purchase parts, supplies and equipment abroad, and to remit 
earnings. Because of inability to obtain exchange, huge balances in national 
currency were accumulated. Often public utility concerns were actually forced 
to bring th new capital, for exchange was not forthcoming even to cover 
indispensable imports such as repair parts. Practically no exchange was 
granted for the remittance of earnings. The result was that these concerns 
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wished to use their plentiful supply of pesos or milreis for purchases locally 
and thus avoid importations for which exchange was needed. Local concerns 
were induced to start manufacture of needed items. Technical advice and 


service were freely offered and accepted. One public utility concern stated’ 


that, whereas in 1928 and 1929 approximately 80 per cent of its purchases 


had been made abroad, in 1932 and 1933 a like percentage was secured in - 


Brazil. Such a statement, while indicating new industrial activity, should 
not be taken at its face value, since “secured in Brazil” does not necessarily 
denote “production” therein. Furthermore, in the earlier period, a greater 
proportion of the products needed by public utilities consisted of generating 
equipment, and even now such equipment would have to be imported. The 
work done by utilities in the past three years has been mostly on domestic 
installations and maintenance. Products for these activities, such as poles, 
low-tension transformers, conduit, insulated wire, meters, safety fittings, 
and numerous small items, are now produced in Brazil. 

Reliance must be placed on observation and occasional estimates to picture 
the extent of industrial expansion. Official industrial statistics in the ABC 
countries are almost non-existent except for the state of Sao Paulo in Brazil. 
The last industrial census in Argentina ‘was taken in 1914. But estimates for 
specific industries are made from time:to time which, though of question- 
able accuracy, do give worth while indications of change. For instance, 
estimates for the Argentine textile industry show a'remarkable growth in 
the past five years. In this period, one of world-wide industrial stagnation, 
an industrial boom has been a rarity indeed, but the Argentine textile indus- 
try has experienced a boom which has never been equalled in its history. 
Mills have extended their capacity and worked two or three shifts daily 
in order to meet demands. In the meantime (1928-1932) the importations 
of British woolens and worsteds decreased 58 per cent. Importation of 
British cotton yarns increased 68 per cent and the six cotton yarn mills in 
Argentina worked at capacity to meet the demands of local weavers. In 
Brazil, also, the textile industry is active and has been able to substitute the 
domestic product for importations. 

Notable advances have been made in other lines.as well. Among these 
are pharmaceuticals and beauty products, paper, leather products, containers 
of all types, and wooden products including furniture and cabinets for 
radios and refrigerators. Manufacture has started in small iron and steel 
products such as bolts, springs, batteries, cutlery, flatirons, enamelware, and 
those previously mentioned as used by the public utilities. Many of these 
products were not manufactured previous to 1929. Others such as textiles 
_ and furniture have been produced for many years but have received a new 
impetus from recent events. 

The impression should not be given that all Argentine and Brazilian 
industry is altogether prosperous. Such is not the case. Many establishments 
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have passed through a difficult and far from prosperous period. Those con- 
cerns which did not formerly have to meet foreign competition have expe- 
rienced no stimulus from a restriction of imports. A lessened purchasing 
power has caused decreases in the total volume of goods demanded. But 
the ABC countries have made notable industrial advances in the past few 
years. There is probably no major section of the world in which there ts 
greater industrial activity relative to pre-depression years than in temperate 
South America. 

The question arises whether this industrial growth is economically justi- 
fiable, and also whether it will be permanent or merely the transitory effect 
of a disordered world economy. The answer depends on the tests applied to 
determine what is justifiable. If the test be freedom from the need of tariff 
protection, then only the production of food products, coarse textiles, knitted 
wear, leather products, and possibly furniture is justifiable in Argentina. 
But this is an outworn and discarded test if we judge by the actions of 
nations instead of by the theory of international trade. Whether industries 
are justifiable or not by such a test is now of little moment. 

Europe and North America have decided that it is to their advantage to 
disregard the fact that many products could be imported from South America 
at a price appreciably lower than the cost of home production. The ABC 
countries have no other recourse than to attempt production of many articles 
previously secured from Europe and North America. The words of Luis 
Duhau, Argentine Minister of Agriculture, state-the case clearly: 

Our capacity to purchase abroad has been greatly reduced by factors over 

which Argentina has no control. The question then is as follows, Because of the 
impossibility of ee the products which we need, shall we do without them 
and thus deprive the Argentine population of the goods to which it is accus- 
tomed, or shall we produce them with our own labor and materials even if the 
cost is higher ?# ) 
There is ample evidence that the latter question is being answered in the 
afirmative. While there is little likelihood that temperate South America will 
become a great industrial area in view of its lack of essential raw materials, 
still the ABC countries can obtain by their own direct efforts many goods 
and services which were previously obtained in exchange for agricultural 
and mineral products. This privilege of exchange is now denied them in 
part by industrial nations. 

Whether industrial advance will be followed by retrogression is a ques- 
tion which will be answered only by the passage of time. Still, the trend of 
events in both South America and Europe leads to the conviction that much 
of it will be permanent. When industrial growth or agricultural expansion 
is fostered by protection against importations, such protection is in the nature 
of a commitment to certain sectors of the population. Tariff history provides 


* Revista de Economia Argentina, Jan., 1934, p. 14. 
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ample proof that such commitments are not easily rescinded. Vested interests 
arise and later gain strength and authority. In Europe, for instance, agri- 
cultural interests have been given the benefit of high tariff protection. It now 
appears improbable that Mussolini or Hitler, or that France, will soon 
relinquish their dearly gained measure of self-sufficiency in cereals and meat 
products and return to Argentina, Uruguay, and Brazil for the previous 
volume of supplies; or that England will soon rescind its commitments made 
to other parts of the British Empire at the Ottawa Conference and thereby 
restore to South American suppliers the export volume given to South Africa 
and Australia. Nor is it logical to assume that the production of synthetic 
nitrates will be abandoned and the markets for Chilean nitrate thus restored. 
But only the restoration of lost markets will overcome the need for greater 
industrial activity in the ABC countries. 

Vested interests have been created in South America likewise, but on the 
side of industry rather than agriculture. In Argentina those interested in 
the consolidation and defense of industrial gains have been particularly 
active. Most important concerns are associated in the Union Industrial 
Argentina, and this organization misses no opportunity to espouse the cause 
of industry. Now there may even be some question of the relative strength 
of the Union Industrial Argentina and the influential and time-honored 
association of wealthy landowners, the Sociedad Rural Argentina. The sig- 
nificance of this statement is apparent when it is noted that the latter organ- 
ization has been a dominant force in Argentine economy and politics for 
decades. The accumulating strength and prestige of the active industrial 
group give assurance that the recently acquired advancement in industry 
will not be relinquished without bitter struggle. The emergence and asso- 
ciation of vested interests have served to crystallize the change to a greater 
measure of industrial economy, and each day that passes under present 
conditions lessens the likelihood that these countries will later revert to their 
former degree of dependence on importations from- Europe and North 
America, 

D. M. PHELPS 

University of Michigan 
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COMMUNICATION 


Economic Service 


The term “goods and services” in economics, has been bandied about so much 
that, like another generic idea, “supply and demand,” it has become shopworn 
through much heavy duty and careless use, and is slipping into the limbo of 
vagueness and confusion. 

The word “services” is here under scrutiny. Originally, it undoubtedly meant 
those functions of physical and mental powers that enter into production or satisfy 
wants as a personal equation. An example of a physical power would be, of 
course, the work of a bos just as a mental power may be expressed by the 
service of a physician. 

However, with the growth of public utilities, the meaning of services has 
been unwarrantedly stretched to include their “products,” whether water, gas, 
transportation, electricity, or other utility. Now, whether or not the euphemism 
of “rendering a service” is responsible, particularly as preached by the public 
utilities themselves, when what is plainly meant is reaching after a profit, is 
uncertain; but the fact remains that “rendering a service’ and the selling of 
what the utilities vend have become synonymous. 

Yet, when it is considered to what lengths clear thinkers have gone in the 
matter of criticizing and sharpening definitions, it is strange indeed that this 
word “service” has not come under fire. Unquestionably, there is need for clari- 
fication, or at least subdivision—or even the coinage of new words—to cover 
service and services. 

A public utility furnishing water may be selling a service, but undoubtedly 
it is furnishing a commodity. The conception is not so clear in the case of elec- 
tricity, the telephone, transportation, etc. This thought brings in the question 
of just what a commodity really is: Do commodities differ in kind or degree; 
are there “pure” commodities and services, and quasi-commodities and services? 
The question is of interest, but beyond the scope of this note which confines 
itself to electricity as a service. 

Granting that a commodity may be said, roughly, to be characterized by utility, 
scarcity, transferability, and matter, is electricity-a commodity; and is its sale a 
service? Just as psychology has forced new concepts of value, so physics is 
forcing new concepts of commodities and services. 

Electricity is beyond quibbling a form of matter, which in turn is a form of 
energy. Its component parts have been weight-analyzed as follows: The mass of 
negative electricity, the electron, is 9 x 103 grams, and the mass of positive 
electricity, the proton, is 1.6 x 10-** grams, being about 1,800 times heavier than 
the electron. Is there any real distinction between delivering lumps of coal or 
“lumps” of electricity? Since it has weight, it is material; being material, it 
becomes a commodity in the true sense of the word, an economic good; it is 
not a service. 

The laurels of service for public utilities are uncertain. 

SAMUEL WILCOX 

University of Virginia 
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General Works, Theory and Its History 


Thorstein Veblen and His America. By JOSEPH DORFMAN. (New York: 
Viking Press. 1934. Pp. 556. $3.75.) 

This is “a rare book,” happily not yet so, however, in the book col- 
lector’s sense of the phrase. It is a superb biography. Its great merit is 
that it is strictly that; it does not pretend to be more, or content itself with 
being less. There are few men living today who might not learn from 
Veblen. If not from the catholic range of his knowledge, or from the 
wisdom exhibited in organizing, interpreting and synthesizing it, then at 
the very least from the unmatched rigor of his objectivity in the probing, 
analyzing process which yielded him that knowledge. His Olympic poise 
was imperturbable. 

The second merit of the book is the self-effacement of the biographer. 
Seldom does he obtrude himself upon the simple narrative of Veblen’s life 
or the straightforward presentation of the substance of his writings. In 
scarcely a score of instances through the 500-odd pages of the volume does 
the author venture to express an avowedly personal opinion upon a de- 
batable point, for example, regarding Veblen’s meaning in some obscure 
passage or perhaps the significance of some critics animadversions. Even 
in these few instances the author avoids truculence or an overbearing self- 
assurance. 

From the foregoing it is not to be implied that Mr. Dorfman has not 
exercised judgment in the selection and arrangement of material. That, 
of course, was inescapable. And the task has been discreetly done. The 
test of the biographer’s skill in this selective process scarcely arises in con- 
nection with the outward incidents of the life. The difficulty here arose 
from the paucity, not from the plethora, of facts. What was chiefly re- 
quired was diligent assembly, rather than judicious selection. The book 
affords abundant evidence of the indefatigable industry of its author. It 
is doubtful that much will be added henceforth to our information about 
the personal characteristics, habits, experience of this elusive and enigmatic 
figure. This much is certain: he had few confidants and no confessors. 
From the four or five persons living who knew him long and intimately, 
at least as intimately as it was possible to know Veblen, the author appears 
to have obtained unreserved codperation.? He has traced him from his 
recusant Minnesota boyhood, and even back to his unsophisticated, scepti- 


* Perhaps his patience and placidity came from the well-grounded conviction that nothing 
Fate could do to him could possibly rival what he was doing to Fate. 

* Judging solely from what lies between the covers of this book, there may possibly be 
one exception to this. 
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cal Norwegian progenitors, through his hectic university career and his 
discouraging experience as a publicist, to the bitter, solitary end. 

The author has adequately sketched the outlines of prevailing thought, 
current issues and outstanding events as a background for Veblen’s activi- 
ties in succeeding periods. It is worthy of note, also, that Veblen’s indebted- 
ness to his contemporaries is not minimized. The influence upon his in- 
tellectual development through his parents, Charles Pierce, Spencer, Marx, 
Boas, Bellamy, Loeb, Ward and Dewey is found to have been signal if not 
crucial.’ l 

In the summary description of Veblen’s works, following throughout a 
strictly chronological order, Mr. Dorfman has exhibited genuine craftsman- 
ship. To preserve some suggestion of the fluency of Veblen’s style and the 
subtlety of his wit without sacrificing the close texture of his thought or 
obscuring the incisiveness of his discriminating judgment, was an assign- 
ment to repel the most gifted scholar no less than the most devoted disciple. 
But the author has achieved an amazing success in this difficult under- 
taking. At the same time he has kept the direct quotations within man- 
ageable space limits.‘ 

The book has its limitations, even its defects, as well as its merits. Its most 
serious limitation, which is in no sense to be identified with a shortcoming 
(if that implies a certain degree of “culpable negligence” somewhere), 
is the absence of any attempt at a critical interpretation of Veblen’s thought. 
Veblen, himself, so far as the reviewer knows, never undertook to formu- 
Jate succinctly his “philosophy.” But it lies embedded in his writings. The 
influence of the man and his works has been so profound and so pervasive, 
even in this generation, as it will certainly continue to be in the next, that 
eventually the task will have to be undertaken of tracing each separate 
strand of the warp and woof of his thought until there is revealed the 
composite design of the fabric which he wove. 

The defect is minor. Throughout the book there is a tendency to present 
Veblen as a person who in appearance and manner was, to put it a little 
stronger than is actually done, for emphasis, rather slovenly. The impres- 
sion is conveyed, largely, it must be acknowledged, not directly by the au- 
thor but through the quoted comments of his former students, that Veblen 
was of that type of “intellectual” so absorbed in ideas that he was indif- 
ferent to creature comforts and personal neatness. Nothing could be farther 


* It is perhaps significant that of his immediate mentors only Pierce appears to have con- 
tributed significantly to the formation of his basic ideas, though the list includes J. B. 
Clark, H. B. Adams, and W. G. Sumner. The reviewer surmises, however, that the influence 
of Sumner’s method was greater than Veblen chose to acknowledge or than the author allows. 

“An unchgcked estimate would be that these summaries, which cover everything known 
to have been published by Veblen, even to his book reviews, and as well numerous un- 
published papers, comprise perhaps two-thirds of the book. The special distinction of these 
sections is the facility shown in epitomizing Veblen without immolating him. 
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from the truth. The reviewer cannot recall a scholar in his whole academic 
experience more fastidiously neat than was Veblen.® It is true his clothes 
were not “in the mode.” 

There was one personal characteristic acquaintance with which more 
than anything else would have helped to dispel the misleading suggestion 
that Veblen’s “practice” and his “preaching” were in conflict.* Yet so far 
as the reviewer could find no reference is made to it in the book.” Veblen 
was an epicure. Whenever it was feasible, and often at no paltry sacrifice, 
he obtained the choicest foods, condiments, beverages and fruits. Not in- 
frequently these came on special orders direct from the grower or producer 
in remote regions: cheese from Holland, cocoa or chocolate from the East 
Indies, fruits from the tropics. There was no sybaritic taint in this choice 
of good things for his table. It was simply the indulgence of a discriminat- 
ing taste and a dainty appetite. Thorstein Veblen may have buried hedonism 
and mortally wounded mammon, but after all that prowess, never in his 
most cynical mood did he issue, or in his most desolate extremity did he 
accept, an invitation to a Barmecide feast. 

Myron W. WATKINS 

New York University 


The Douglas Manual: Being a Recension of Passages from the Works of 
Major C. H. Douglas Outlining Social Credit. Compiled by PHILIP 
MARET. (New York: Coward McCann. 1934. Pp. 116.) 


Mr. Mairet has successfully accomplished the purpose as set out in’ his 
foreword: `The aim of this handbook is to provide a completely representa- 
tive and authoritative statement of the principles of the New Economics 
formulated by Major Douglas in a single volume of extracts taken from 


"Compare the descriptions on pp. 260, 274 and elsewhere, It should be noted that a 
more accurate picture is drawn on p, 313, but there is no attempt to overcome the false 
impression earlier created, by emphasizing the greater trustworthiness of this evidence. 

° Of course, Veblen never “preached” anything. But he did sharply distinguish standards, 
also ends. The auditor could usually judge without difficulty what sort of standards or 
ends Veblen preferred. The personally unacquainted reader has a handicap in this respect. 
Nevertheless, it is submitted he need not be preternaturally sagacious to determine from 
Veblen’s text where Veblen’s interests lay: in matter-of-fact as against make-believe, in 
material well-being as against invidious distinction. 

*The nearest approach to it was the mention (p. 305) of the superior grade of his 
cigarettes. But on this very same page it is stated, referring to Veblen’s household furni- 
ture made by his own hand—doubtless to gratify the instinct of workmanship—that “the 
‘chairs’ were hard and they lacked backs.” The reader is given practically no alternative 
but to accept the cumulative suggestion of asceticism. But the descriptions, anecdotes and 
off-hand characterizations upon which this suggestion is built up deserve scrutiny. Thus in 
respect to the hand-made furniture the reviewer stoutly maintains that those chairs were 
not hard and that they did have backs! He has sat in them—sometimes for ae long as four 
or five hours at a stretch and he does not recall either stiffness or weariness, but only re- 
Juctance, upon rising. Perchance, of course, that circumstance may be otherwise explained. 
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Major Douglas’s own writings.” While the continuity is a little difficult 
at times, it is as good as could be expected where excerpts are lifted from 
their contexts without connecting statements by the editor. Passages are 
taken directly from Major Douglas’s The Monopoly of Credit, The Control 
and Distribution of Production, Credit Power and Democracy, Social Creat, 
Economic Democracy, The Breakdown of the Employment System, These 
Present Discontents and the Labor Party, Warning Democracy, The New 
and the Old Economics, and The Macmillan Report, 

In every generation and in every country there have been new economics. 
To Major Douglas, the ogre which threatens our civilization is the control 
of our financial system by bankers. In combating the evil “there is no 
doubt whatever that the first step toward dealing with the problem is the 
recognition of the fact that what is commonly called credit by the banker 
is administered by him primarily for the purpose of private profit, whereas 
it is definitely communal property... . The banking system has been al- 
lowed to become the administrator of this credit and its financial derivatives 
with the result that the creative energy of mankind has been subjected to 
fetters which have no relation whatever to the real demands of existence” 
(p. 20). The expansion of credit in our economic system is really com- 
munal in nature and, according to Douglas, should not be the source of 
private profit nor of power for the bankers. This idea is strangely reminis- 
cent of Henry George and his concept of rent as a soctal value. 

It would seem we are all slaves of this modern Simon Legree who main- 
tains his power through his control of credit. Even the lowly professor 
has not escaped this slavery. ‘Their failure to make any noticeable con- 
tribution to the solution of the problems within their special fields can, I 
think, be explained by incompatibility of any effective solution with the 
credit monopoly which is at once their employer and critic’ (p. 47). 

Major Douglas is an engineer, and, as such, has concerned himself with 
technical phenomena without giving sufficient weight to the economic. 
“The primary fact on which to be clear is that we can produce, at this 
moment, goods and services at a rate very considerably greater than the 
possible rate of consumption of the world, and this production and delivery 
of goods and services can, under favorable circumstances, be achieved by 
the employment of not more than 25 per cent of the available labor, work- 
ing, let us say, seven hours a day” (p. 55). 

We have Mr. Mairet to thank that he has made this particular brand of 
“New Economics” so easily accessible and in such a form that little time 
need be spent on it. 

WALTER F. CROWDER 

Univershy of Iowa 
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Lectures on Political Economy. Vol. I. General Theory. By KNUT WICK- 
SELL. Translated from the Swedish by E. CLAssEN. Edited by LIONEL 
ROBBINS. (New York: Macmillan. 1934. Pp. xxii, 299. $2.50.) 


The first Swedish edition of Wicksell’s first volume of the Lectures on 
Political Economy appeared in 1901. Twelve years later, Pigou, in a short 
review of the German translation wrote (Economic Journal, Dec., 1913, pp. 
605-606): “The somewhat laborious character of the exposition, coupled 
with the general familiarity of the ground covered, makes it unlikely that 
this new textbook will find many English readers—unless, indeed, an,Eng- 
lish as well as a German translation is produced.” As Pigou predicted, lack- 
ing an English translation, Wicksell’s Lectures had little attention from 
English readers. 

The temper of Lionel Robbins’ introduction to the English translation 
indicates that he does not assent to Pigou’s earlier judgment that the neglect 
of Wicksell’s Lectures was partially merited. For Robbins regards Wicksell 
highly enough to compare him favorably with Edgeworth, Marshall, and 
Wicksteed and, after commending his capacity for generalization, to credit 
him with a part in the foundation of the marginal productivity theory and 
of the concept of optimum population. Robbins cites the quality of the 
exposition as an example of Wicksell’s architectonic instinct and, at least in 
part of the discussion of value theory, of his ability to explain with “clarity 
and exactitude.” 

In addition to giving to Wicksell the repute among English-speaking 
economusts which he deserves, Robbins belteves that the English translation 
will serve as a text for advanced students, and for “any natural scientist who 
wishes to get a general view of what theoretical economics is about, and to 
what extent it is scientifically respectable.” 

Volume I of the Lectures presents a solution of the problems of value 
and distribution by the use of the concept of margins. The second volume, 
to be sold separately, treats the subject of money and credit. 

For the first hundred pages (Part 1) the idea of margins is applied to 
value under the assumption that “goods exist in given quantities for a 
certain consumption period” (p. 97). Wicksell’s choice of assumption al- 
lows all the advantages and disadvantages of a discussion of value which 
has been sundered from a direct consideration of costs. The main analysis 
stands explicitly on the marginal utility theory of Menger, Jevons, and 
Walras. The exact connection between utility and exchange, which Robbins 
mentions, unfolds in a series of consecutively more complicated cases: the 
exchange between different uses for one good; the exchange at given prices; 
the exchange of two goods between two isolated individuals; and lastly, the 
exchange of two, and then three or more goods, under free competition. 

In Part 2, likewise of about one hundred pages, margins are employed 
in analyzing production and distribution under the assumption that “‘pro- 
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duction is carried on at given prices for all products” (p. 196). Here the 
marginal productivity theory is developed as the determinant of wages and 
rent in a system without capital; and later, in a system which uses capital, 
as a determinant of interest. Wicksell’s determination of interest, of which 
Robbins says, “his eclecticism rises to the point of pure genius,” is a modi- 
fication of BOhm-Bawerk’s theory. Briefly he explains interest as “the dif- 
ference between the marginal productivity of saved-up labor and land and 
of current labor and land” (p. 154). 

Thus the discussion of exchange ratios assumes that production is un- 
changed, while the discussion of production assumes that exchange ratios re- 
main constant. These two abstractions disencumber the analysis but, when 
both are relinquished and exchange and production continue side by side, 
mutually determining each other, the analysis becomes difficult. It is the 
duty of two short sections, one at the end of Part 1 and the other at the 
end of Part 2, to explain the interrelations between production and value; 
but the task is too great. The curtness of these two unifying sections con- 
trasts with Wicksell’s habitual course of explanation in which he often 
works out, with words, diagrams, arithmetic, and algebra as many as four 
parallel explanations. If one were to wish for a change in the proportions 
of this volume, he might well wish that these two sections had been more 
Jaboriously treated. 

In the discussion of distribution the same difficulty in the removal of 
assumptions is present only in the case of interest. With rent and wages 
the question does not arise; for, permissibly, the supply of land and labor is 
taken as given data. The first Swedish edition did include a chapter on 
population, but it disappeared from the second edition, and did not reappear 
in the posthumous third Swedish edition, from which the present translation 
is taken. With capital, changes in the supply cannot be overlooked; and 
Part 3, eleven pages in length, considers the accumulation of capital. But 
the relation between the accumulation of capital and its demand is slighted. 

Well integrated with the main argument are digressions into details of 
theory which will interest the advanced student. There are criticisms of 
Böhm-Bawerk, Ricardo, Adam Smith, Mill, Marshall, Pareto, Cassel, and 
others. Such topics as unstable price equilibrium, the effect of inventions on 
distribution, the stability of the rate of interest, and the gain from free 
exchange, are explored. 

Wicksell does not claim originality in the main argument nor in the 
incidental issues; quite the opposite. His dislike for claims to originality 
is manifest in his review of Cassel’s Theory of Social Economy, which, with 
a review of Akermann’s Realkapital und Kapitalzins are tacked on as eighty 
pages of appendices to the book. From start to finish Wicksell deprecates 
Cassel’s pretense to discoveries and, near the end of a bitterly negative 
review of certain interest to all who have been influenced by Cassel, writes 
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“he could have enormously improved his book if he had cared more for 
the subject than for his own self-esteem” (p. 256). His modesty and his 
deference to the work of predecessors no doubt contributed to Pigou’s 
characterization of the German translation as a “critical exposition, rather 
than an independent contribution to learning.” 


Whether or not the nature of the contribution is considered “original”. ~ 


or the presentation “laborious” in spots, the book will be enlightening to 
all who are interested in the central problems of economics. It is said by 
Robbins to be supplementary to Wicksteed’s work, since Wicksell is ob- 


jective where Wicksteed is subjective. But it may be held, too, to be sup- 


plementary to Marshall, since both aim to picture the same process, but 
use quite different abstractions. Those responsible at the University of Lon- 


don for making available in English yet another of the outstanding works . 


of foreign economists are to be sincerely thanked. 
R. S. HOWEY 
University of Kansas 


Relazioni di Studi su lo Stato e la Vita Economica: Commissione Nazionale 
Italiana per la Cooperazione Intellettuale. Annali di Economia, Vol. 

IX, No. 2. (Padova: Milani. 1934. Pp. 150-565.) 
All of these papers were read at an international conference called by 
the League of Nations at London in 1933. They concern only the con- 
- temporary Italian state, which they illustrate competently from many angles. 


Since, in the eyes of many, the fascist system has never lost its aspect 


of the irruptive and uncompromising, interest will attach first to the essay 
on the logic of the corporative system. De Stefani and Amoroso contend 


that the corporative system springs from the eternal truths of classical eco-.. 


nomics, goes beyond these truths but never denies them. Essentially the 
classical system is mechanical, each cell facing the rivalry of other cells 
and the natural limits imposed on economic goods. In price, marginal utili- 
ties are equalized. But now begin contradictions. It is not true that everyone 
carves his own fortune, since rent is a conjunctural gain, the Ricardian 
theory leading to Marx. It is not true that competition has tended to 
eliminate profit, since concentration has arisen, even under political protec- 
tion, bringing the major contradiction of all, plutocracy. Again, as the his- 
torical school has pointed out, it is not true that reality will fit into’a static 
scheme. Finally, it is not true that the determinist character of classical 


economics must be accepted, since man is not helpless against economic .~ 


forces. Often what happens depends on the ideas that men have. To both 
active and inert forces in society must now be added directive forces, for 
which there is no parallel in the physical world. Man’s abilit? to foresee 
and mould the future is recognized in speculation and manipulation of the 
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rate of interest. Above all, the directive forces, through political action, may 
control production. 

The corporative system retains private initiative; but private property, 
which was never absolute, as devaluation and feudal limitations show, it 
curbs. Monopoly, whether of industry or labor, and all private and cor- 
porate aggrandizement—a state within a state, under capitalism—it destroys. 

In the essay dealing with capital and labor, by Rocco, Asquini and Az- 
zariti, the position is taken that the state must control all forces within it. 
“very vestige of anti-state activity, whether by labor or by trade associations, 
must be excluded. The Labor Court is superior to the method of arbitra- 
tion. Both strikes and lockouts are unlawful, the interests of production 
being above those of either capital or labor. 

Discussing agricultural policy, Serpieri maintains that population is the 
first guarantee of defense of the nation; that since population does not 
thrive in the cities, the state’s first concern must be for the wholesomeness 
of rural life. But more: national subsistence depends on agriculture. In a 
world where comparative costs may change, food supplies must not be at 
the mercy of international trade. Hence a policy of state encouragement to 
agriculture. Here Professor Mortara enters to outline the stages of help, 
noting that increases of output have been accompanied by lowered unit 
cost. 

. Other essays deal with public works, manufactures, money and credit, 
_ general tariff policy, and help to make the volume what it is: a rational 
description of the fascist state and its workings. 
ROBERT F. FOERSTER 
Princeton, New Jersey 


NEW BOOKS 


ACHINSTEIN, A., and others. Economic essays in honor of Wesley Clair Mitchell. 
(New York: Columbia Univ. Press. 1935. Pp. ix, 519. $4.25.) 

BETHKE, R. Gesetz und Gestaltung: über die Einheit und Grenze der Wirtschafts- 
theorie. (Jena: Fischer. 1935. Pp. vii, 177. RM. 7.50.) 

Douctas, P. H. Controlling depressions. (New York: Norton. 1935. Pp. vi, 
286. $3.) 

KAHLER, A. Die Theorie der Arbeiterfreisetzung durch die Maschine: eine 
gesamtuirtschafiliche Abhandiung des modernen Technisierungsprozesses. 
(Leipzig: Hans Buske. 1934. Pp. 148. RM. 6.) 

In these times of world-wide unemployment, so puzzling as regards its 
causes that even the phantastic figures of the technocrats were, for a time, able 
to impress the public with their weird picture of the machine-run machine 
displacing man permanently and at an ever increasing rate, a scholarly investi- 
gation of the extent to which technological progress contributes towards un- 
emplo t seems more than welcome. It must, however, be said from the out- 
set that little light is thrown on the question as to what happened and is hap- 
pening now by this study of Dr. Kahler. It is, as the title indicates, all theory, 
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deliberately abstaining from any reference to empirical data either as a basis 
for or a check on his theory. He explains why, in contrast to some other 
economists, he believes in deducing rather than in “counting.” Statistics, ac- 
cording to Dr. Kihler, cannot give any clue as to how far unemployment is of a 
technological character; there are, first of all, the ups and. downs of the business 
cycle which confuse the issue, also the growth of the population; and even if 
we were to find that on the whole the percentage of unemployed is growing, 
could not that be blamed as well on the lag of industrial growth behind the 
growth of population as on the displacement of labor by machinery? Hence, 
since data of experience fail us, the problem can obviously be solved only 
through “pure reason.” Exact science has come to recognize and strictly observe 
a principle which says something like this: if a magnitude, designated by a 
word, is intrinsically incapable of measurement then it is a nonentity as far 
as science is concerned. Would this little piece of pragmatism perhaps be in 
place here? 

The author begins with a survey, rich in quotations and references, of the 
opinions of the older economists concerning the issue of displacement vs. com- 
pensation—that is, reabsorption of labor in industry. He shows how in the 
earlier nineteenth century the core of the problem was seen in the question of 
the elasticity of demand, while later the rôle of capital in the process of re- 
absorbing labor became of almost exclusive interest, which view the author 
shares. He treats at some length the theories of Marx and of Böhm-Bawerk, 

lacing these two antagonists in the camp of the displacement-theorists, but fiad- _ 
ing fault with both on the ground of inaccurate ideas on the economic process 
as a whole. . 

Next the author develops his own “positive” theory. He begins by setting 

ide fictitious scheme for the cost items in a number of important industries, 

for the production totals and of capital used, the scheme being designed in 
particular to bring out the close interrelationships throughout all these indus- 
tries, Next he investigates how, under conditions of free competition, rational- 
ization——which he defines as “technical changes in production which, at fixed 
prices for the cost elements, increase the profit per unit of capital’’—affects the 
whole scheme, After much calculation he arrives at the result that, in the long 
run, capital cannot're-employ labor displaced in the process of rationalization. 
The only help for labor would be in lower and lower wages. Since, however, 
artificial interference renders this natural remedy impossible, it looks as if 
continued technological progress might become definitely incompatible with 
“free competition.” 

The style of the book.is rather heavy and laborious. Polysyllabic compound 
nouns of thirty or more letters do not exactly add to the reader’s enjoyment. 

JOHN V. SPIELMANS 


Loris, A. Dinamica economica: studio sulle leggi delle variazioni. (Turin: Un. 
Tip. Ed. Torinese. 1935. Pp. 361.) . 
MOORE, J. R. Daniel Defoe and modern economic theory. Stud. no. 104. (Bloom- 
ington: Indiana Univ. 1935. Pp. 28. 75c.) i 
An interesting study, showing’ that Defoe anticipated. many of the theories 
which later were incorporated in the framework of classical economics. Defoe 
sharply criticized the mercantilist creed of his day. 


t 
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Mouton, H. G. The formation of capital, (Washington: Brookings Inst. 1935. 
Pp. xi, 207. $2.50.) 

Pitss, M. Der Erfolg der Volkswirtschaft. (Basel: Heinrich Majer. 1934. Pp. 
vil, 53.) 

This is a doctor's dissertation written at the University of Basel. It does not 
deal, as the title might lead one to suspect, with the question as to whether 
economics, as a pure or applied science, is a success, but with the methodological 
problem: what is meant by the term success in economics, and under what 
circumstances is it measurable. 

The concept success is meaningful only with reference to a definite goal 
set up by an economic person, individual or collective. Such goals may be 
subjective, dictated by the immediate interests of the individual or group, or 
objective, conceived in the interest of a larger unit, transcending that of the 
individual or specific group. Along these lines the author investigates first 
private, then collective economic endeavors of various kinds, following them 
up to a national and supernational scale. 

Though, on the whole, he confines himself to analyzing abstract possibilities, 
the Russian five-year plan (and to a minor extent the Roosevelt New Deal) 
gives him occasion to apply these ideas to actualities. The term ‘“‘success of the 
five-year plan” has to him two altogether different meanings: (1) with refer- 
ence to specific Ta goals, e.g., the fulfillment of a given production 
quota; this kind of “success” can be expressed in numbers, absolutely and 
relatively. (2) With reference to the ultimate goal of the plan as a socio- 
economic program; once realized, how successful will it be in producing the 
results for whose attainment it was designed? “Success” so conceived depends 
on the correctness, the “proportionality” of the pete as a whole; it 1s not 
readily expressible in numbers, though it could be judged comprehensively 
in terms of improved standards of life and culture (provided such had been the 
true goal of the plan). 

Though at times the analysis seems a little trivial, one may yet want to 
agree with the author that the problem as such deserves more attention than 
it has received. 

JOHN V. SPIELMANS 


RiweEy, E. B. Economics for secondary schools. Rev. and enl. ed. (Boston: Hough- 
ton Mifflin. 1934. Pp. iv, 451.) 

Roos, C. F. Dynamic economics: theoretical and statistical studies of demand, pro- 
duction and prices. Monog. of the Cowles Comm. for Res. in Econ., no, 1. 
(Bloomington, Ind.: Principia Press. 1934. Pp. xvi, 275.) 

The economic literature of Latin America: a tentative bibliography. Compiled by 
the Staff of the Bureau for Economic Research in Latin America, Harvard Uni- 
versity. Vol. I. (Cambridge: Harvard Univ. Press. 1935. Pp. xvii, 315. $4.) 


Economic History and Geography 
Wisdom and Waste in the Punjab Village. By MALCOLM LYALL DARLING. 
(New York: Oxford Univ. Press. 1934. Pp. xv, 368. $5.00.) 


This is fhe third volume of what is “in effect a single study” by the 
author on the life of the Punjab peasant. The two earlier books were, The 
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Punjab Peasant in Prosperity and Debt, 1925, and Rusticus Loquitur, 1930. 
The materials have been gathered in the course of official touring as registrar 
of Codperative Societies. The presentation is in diary form. 

Like the earlier volumes, this one is eminently readable. The author not 
only knows Punjab peasant life—though he also acknowledges what he 
does not know about peasant morality—but has very real powers of selec- 
tion, description and interpretation. The book affords another delightful, 
though at times painful, view of peasant life in that poor, yet intensely ro- 
mantic, region. Particular attention is given to “the position of the village 
servant, the domestic life of the village woman, the influence of the Army 
and school upon the peasant, the peasant’s tendency to hoard and his par- 
tiality in certains areas for feud and faction.” 

The term “village servant” embraces all the menials and artisans, mak- 
ing up nearly half of what is sometimes referred to as the “manorial popu- 
lation,” that is, the village population. Formerly each “servant” had his 
customary work for various families and received his reward in kind, a 
share or a definite amount of his employers’ crops at harvest. Since the 
development of modern transport (“everywhere the lorry is bringing them 
closer together”), the masters prefer to sell their produce and purchase 
manufactures or services for cash while the “servants’’ have been going 
more and more to the towns for wage work. Some take up a second or 
third type of work; and, when depression drives the unemployed worker 
back to his village, his job ts gone. Former menials refuse to work except 
for cash, and masters refuse responsibility for providing work. In some 
villages the feeling is so tense that separate codperative banks are or- 
ganized for the masters and their former servants. 

The village woman is also changing. Many are still the willing slaves of 
their husbands, and early marriage and large numbers of children are 
still the rule; but others demand more education, later marriage, smaller 
families, even the rudiments of birth control. 

This movement is furthered by the fact that the Indian Army draws 
many recruits from among the hardy Punjabis and these men have acquired, 
especially during time spent in Europe during the World War, many 
advanced ideas regarding the treatment of women. The Army is having 
great influence in other directions too. Both the idea and the daring and 
discipline necessary to put into effect some village reform is often due to 
the contact of some able individual with the Army. Also the pensions of 
those already retired and the pay of those still serving have been a godsend 
during the hard times. 

Hoarding is giving way to investment. One young man finally induced 
his father to turn a set of valuable old gold bracelets into an 1,800 rupee 
bank account drawing seven per cent interest. ‘The sight of the first year’s 
interest was sufficient to reconcile his father.” 
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Schools are still few and poor but the middle grades turn the pupils from 
the land and “the high school is worse.” 

The cardinal points in the program of one of the great village reformers 
are: “Dig pits (for manure) and keep the village clean; educate the chil- 
dren; give up extravagant ways; neither buy nor wear jewelry; and eschew 
litigation.” In many villages the last was “the hardest commandment.” 

Mr, Darling’s books constitute the best studies of peasant life in India, 
though of only one province. They make no pretense of elaborate statistical 
conclusions where the materials for such are lacking, but they combine 
facts with insight, fascinating description and illuminating dialogue. 

D. H. BUCHANAN 

Fisk University 


NEW BOOKS 


VON BECKERATH, E., and others. Nuove esperienze economiche. Translated by 
G. Fano and A. M. Ratti. (Firenze: Sansoni. 1935. Pp. vi, 241.) 

A collection of papers translated into Italian, dealing with present economic 
sae in various countries. Germany is treated by Von Beckerath; Italy, 

y Bottai and Spirito; England, by Cole; Australia, by Condliffe; Russia, by 
Dobbert; America, by Lorwin; a ‘Japan, by Nagao. 

BONNICHON, L. Des aspects sociaux de la "réforme Roosevelt.” (Paris: Recueil 
Sirey. 1934. Pp. 178.) 

A French interpretation and explanation of the New Deal policies. 

CHALKLEY, H. O. Economic and aD conditions in the United States of America, 
December, 1934: report. (London: H. M. Stationery Office. 1935. Pp. ix 174. 
5s.) 

A serviceable, condensed account of finance, trade, agriculture, industry, 
transportation, labor and social questions and recovery legislation during 1933 
and 1934, The author is commercial counsellor to the British embassy at Wash- 
ington. 

Daves, H., editor. The South American handbook, 1935: a year book and gutde 
to the countries and resources of Latin-America inclusive of South and Central 
America, Mexico and Cuba. 12th ed. (New York: Wilson. 1935. Pp. 688. $1.) 

De Roover, R. Le livre de comptes de Guillaume Ruyelle, pa Sl a Bruges 
(1369). Extrait des Annales de la Soctété d’Emulation de Bruges, ‘Tome 
LXXVII. (Bruges: Vercruysse-Vanhove. 1934. Pp. 15-95.) 

EINziG, P. France’s crisis. (New York: Macmillan, 1934. Pp. xv, 138. $2.90.) 

Dr. Einzig, who has recently become a prolific writer on current monetary 
problems, has produced a small volume which is both provocative and timely; 
provocative, in that it is confessedly an argument for the devaluation of the 
franc; timely, because the French crisis, serious enough when Dr. Einzig signed 
his preface in September, 1934, has since then spread and deepened. 

The author's description of France's crisis, through the adaptation of a para- 
graph from the translator's note for Professor André Siegfried's England's 
Crisis, is ingenious and effective. “. . . Today it is universally recognized that 
France kas reached a cross-roads in her history,” runs the paraphrase. Dr. 
Einzig elaborates upon the resemblance between England’s situation in 1931 
and France’s today, with the observation that the only important difference is 
that Great Britain was then determined in her refusal to abandon the principle 
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of free trade, while in the case of France the fetish is monetary orthodoxy. 
This fetish must be given up; for the remedy, in the author’s firm opinion, is 
devaluation. “The French nation has to choose between the franc oe France,” 
he says in the preface, as he says again in the closing sentence of the volume. 
As he himself puts it, he does his “utmost, throughout ten chapters, to empha- 
size the necessity for devaluation.” 

The analysis of France’s many-sided crisis is split up into sections on the 
budgetary crisis, the Treasury’s crisis, the banking crisis, the monetary crisis, the 
economic crisis, the crise de‘ confiance, the crise morale, and the internal and 
international political crises. Through the whole discussion runs the thread of 
Dr. Einzig’s argument for devaluation. The budgetary crisis would be eased by 
a rise in prices to the 1928 level, he argues; for through the fall in prices in 
the last six years the real burden of the public debt has doubled. Nothing but 
a substantial rise in prices could remove the banks from the danger zone; for as 
long as prices remain low their narrow margin of safety might easily be wiped 
out by a further decline. The cure of the economic crisis is to be found in rising 
prices. The remedy fits even the crise de confiance; for devaluation would dis- 
pose of one of the most important sources of danger. 

In this manner an over-simplified but vigorous argument is built up. Its chief 
weakness lies in the omission of a discussion of the long-run effects of the de- 
valuation of 1926-1928, a step in French monetary history which Dr. Einzig 
tends to treat casually, except for critical references to undervaluation of the 
franc at that time. Admittedly the specific problem of the franc in 1926 was 
unlike the problem of the franc today; but devaluation can scarcely be a cure- 
all for economic, financial, political and moral ills, as Dr. Einzig seems at times 
almost to insist, if France, having devalued to what Americans would call a 
“twenty-centime franc,” in less than eight years was again struggling through 
the trough of a many-sided depression. | 
i ÅLZADA COMSTOCK 


FITZGERALD, W. Africa: a social, economic and political geography of its major 
regions. (New York: Dutton. Pp. 477. $5.) 
INNIs, H. A. and PLUMPTRE, A. F. W., editors. The Canadian economy and its 
problems. (Toronto: Canadian Inst. of Internat. Affairs. 1934. Pp. 356. $2.50.) 
This contains the papers and proceedings of study groups of members of the 
Canadian Institute of International Affairs, 1933-1934. The papers are grouped 
into two parts: Part 1, the Canadian economy and the depression, contains 
eee on problems of income, problems of expenditure, profit and loss, prob- 
ems of adjustment; Part 2, central banking in Canada. Among the more 
specialized subjects discussed are public finance, by D. C. MacGregor and S. A. 
udmore; the theory of cost in an economy based on the production of staples, 
by V. W. Bladen; Canadian monetary policy, by A. F. W. Plumptre; central 
banking machinery and monetary policy, also by Mr. Plumptre; the importa- . 
tion of capital into Canada, its effects and the ear of its control, by J. C. 
Elliott; control of foreign exchange rates, by H. D. Scott. 
Jonss, M. Whither India? (London: The E Party. 1935. Pp. 12. 1d.) 
LARSEN, A. J., editor. Crusader and feminist: letters of Jane Grey Swisshelm, 
1858-1865. (Saint Paul: Minnesota Hist. Soc. 1934. Pp. ix, 327. $2.50.) 
Letters published in newspapers by an ardent anti-slavery crusader and cham- 
pion of women’s rights. Some of these are accounts of frontier travel in the 
upper Mississippi valley. 
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MARJOLIN, R. Chronologie économique internationale: Première année, 1934. 
Paris: Recueil Sirey. 1935. Pp. vii, 280.) 

A useful reference volume, listing briefly the significant financial, industrial 
and commercial events of the principal countries of the world during 1934. 
Dates are given at the left of each page, opposite which is a three or four-line 
condensed statement. 

MUSSOLINI, B. and Rrris, B. DE. The political and social doctrine of fascism: aims 
and policies of the fascist régime in Italy. Internat. conciliation, no. 306. (New 
York: Camegie Endow. for Internat. Peace. 1935. Pp. 25. 5c.) 

NORMANO, J. F. Brazil: a study of economic types. (Chapel Hill: Univ. of North 
Carolina Press. 1935. Pp. xii, 254. $3.) 

PARMELEE, M. Bolshevism, fascism and the liberal-democratic state. (New York: 
Wiley. London: Chapman and Hall. 1934. Pp. xii, 430. $3.) 

In the portion dealing with Russia are chapters on state socialism and 
socialistic planning; under Italy, chapters on fascist guilds and contro! of 
the workers, economic consequences of fascism, and fascism as monopolistic 
capitalism; under Germany, national socialism an economic contradiction. 
In Part 4 are chapters on the twilight of capitalism and the impending triumph 
of technology. 

SCHNEIDERMAN, H., editor. The American Jewish year book, September 10, 1934, 
to September 27, 1935. Vol. 36. (Philadelphia: Jewish Pub. Soc. of America. 
1934. Pp. viii, 594.) 

STEEL-MAITLAND, A. The new America. (New York: Macmillan. 1935. Pp. 
xiii, 238. $2.50.) 

STERN, B. J., editor. Young Ward's diary. (New York: Putnam’s. 1935. Pp. 
x, 321. $3. 

This iy of the sociologist covers the decade 1860-1870. It contains inter- 
esting data on rural life in Pennsylvania. 

SZE, S. A. Reconstruction in China. (New York: China Inst. in America, 119 W. 
17th St. 1934. Pp. 15.) 

Address at the meeting of the American Academy of Political and Social 
Science, Philadelphia, November 27, 1934. 

TRUETT, R. B. Trade and travel around the southern Appalachians before 1830. 
(Chapel Hill: Univ. of North Carolina Press. 1935. Pp. 204. $2.50.) 

Warp, P. J. Relations between France and Italy. Pamph. no. 18. (Washington: 
Catholic Assoc. for Internat. Peace. 1934. Pp. 47. 10c.) 

WILLARD, J. F. Parliamentary taxes on personal property, 1290 to 1934: a study 
in mediaeval English financial administration. Monog. no. 9. (Cambridge: 
Mediaeval Acad. of America. 1934. Pp. 369. $8.) 

WILLIAMSON, H. F. Edward Atkinson: the biography of an American liberal, 
1827-1905. (Boston: Old Corner Book Store. 1934. Pp. xiv, 304.) 

Edward Atkinson was a liberal of the type which contributed much to the 
best achievements of the late nineteenth century. Progress, freedom, and the 
betterment of the world were the liberal ideals, to be achieved by free compe- 
tition and individual enterprise. | 

Atkinson was an earnest advocate of peace. To promote this and prosperity, 
trade should be free. The broken South should be restored, the negro educated, 
the Philippines set free. All these, it is true, were articles of liberal faith. It was 
only remarkable that they should be held by a textile manufacturer in Boston. 

Eager to secure the adoption of liberal policies, Mr. Atkinson threw himself 
into the great controveries of his day. His main interests were in tariff reduc- 
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tion and the maintenance of the gold standard—which led him to oppose free 

silver. Business men, legislators, and Presidents sought his advice and aid. Secre- 

taries of the Treasury accepted his advice and even invited him to frame legis- 

lation. Through his speeches, letters, articles, and pamphlets which ran into 
` the hundreds, he became a great public figure. 


Among business men, statesmen, and the general public, Mr. Atkinson en- | 


joyed a wide reputation as an economist. He made no contribution to economic 
theory, however, or even to statistics, although in the latter he acquired con- 
siderable popular fame. On the contrary, his grasp of economic theory showed 
all the limitations of the self-trained man. Yet his work in popularizing eco- 
nomic matters was outstanding, for his influence with statesmen and the public 
was far greater than any professional economist in that age could have enjoyed. 

In the range of his interests and activities Edward Atkinson was a remarkable 
man. A manufacturer of cotton, and later president of a great fire insurance 
company, interests too narrow for his enormous energies, he devoted himself 
to public affairs. He was most active in promoting the better construction of 

ills and schools, the adoption of automatic sprinkling to reduce the hazards of 
fire, while in attempts to advance the well-being of the laboring classes he lent 
his aid to the study of dietetics and invented the Aladdin Oven. 

Since Edward Atkinson concerned himself so greatly with public questions, 
Dr. Williamson has given us not only the ey of a remarkable and most 
useful citizen, but an economic history as well. This work is Dr. Williamson’s 
doctoral thesis, and Professor Taussig has written an introduction. 


H. F. R. SHAW 


Annali di economia. Vol. x, no. 1. (Padua: Milani. 1935. Pp. vii, 256, 73.) 

International abstract of economic statistics, 1919-1930. (London: Internat. Conf. 
of Econ. Services. Cambridge, Mass.: Harvard Econ. Soc. 1934. Pp. 218. $2.) 

This volume, prepared by the International Conference of Economic Services, 
appears at the same time that a French issue is published by the Permanent Office 
of the International Institute of Statistics. It covers classified indices of economic 
activity, finance, prices, wages, trade, output, transport, and employment for 15 
countries, including the United States. The period extends from 1919 to 1930, 
inclusive. Calendars of outstanding events in each country accompany the tables. 

Japan: the thirty-fourth financial and economic annual. (Tokyo: Govt. Printing 
Office. 1934. Pp. vii, 279. Yen 2.) 

Memoria del consejo directivo, correspondiente al décimooctavo ejercicio termi- 
nado el 30 de septiembre de 1934: aprobada en la Asamblea General de Dele- 
a diciembre 10 de 1934. (Buenos Aires: Confed. Argentina del Comercio, 

e la Industria y de la Producción. 1934. Pp. 12.) 

Mexico en cifras (atlas estadistico), 1934. (Tacubaya, D. F.: Talleres Graficos de 
la Direccion de Geografia, Meteorologia e Hidrologia. 1934. Pp. 90.) 

A portrayal of the economic life of Mexico in a series of elaborate and 
picturesque charts and maps, each covering a large page with accompanying 
page of To text. 

New Zealana: statistical report on prices, wage-rates and hours of labour, unem- 
ployment, industrial accidents, tramways, banking, building soctethes, bank- 
ruptcy, commercial afforestation for the year 1933. With a statistical summary 


r 


S 


1935] Economic History and Geography €299 


of the Dominion from 1883 to 1933. (Wellington: Census and Statistics Office. 
1934. Pp. xi, 92. 4s.) = 

Problems of the new Cuba: report of the Commission on Cuban Affairs. (New 
York: Foreign Policy Assoc. 1935. Pp. xi, 523. $3.) 

Social and economic reconstruction in the United States. Stud. and tep., ser. B, 
no. 20. (Geneva: Internat. Labour Office. Boston: World Peace Foundation. 
1934. Pp. viii, 401. $2.75.) 

This report supplements several earlier reports of the International Labour 
Organization, in which texts of various recovery measures have been published. 
The general plan of the presentation is simple and effective. Chapter 1 sum- 
marizes usually cited measurements of the decline in national income, industrial 
activity, employment, payrolls, prices, and profits that featured the years from 
1929 to 1933. Data are well selected, accurately quoted, and clearly interpreted. 
Chapter 2 outlines the wide range of recovery legislation of 1933. 

Nine chapters present more detailed analyses of legislative and executive 
action featuring the first fifteen months of the recovery program, together with 
the most readily available indexes of the effectiveness of various measures and 
contemporary discussions of their purposes, propriety, and adequacy, the latter 
having been selected, for the most part, from public addresses of the President 
and other governmental officials and from newspaper reports of public reac- 
tion to these devices. Organization of the materials emphasizes the following 
major divisions in the program of reconstruction: unemployment relief; the 
President's re-employment agreement; industrial codes; wages, hours, and 
other conditions of E prices, production, and trade practices; in- 
dustrial relations; agricultural planning; banking and investment; monetary and 
financial policy. 

A concluding chapter seeks briefly to evaluate the E as a whole, and 
appendixes summarize the more important features of 11 industrial codes and 
tabulate numbers of establishments and workers covered by 374 codes, together 
with dates when each of the latter became effective. 

The authors regard “experimentation” and “social values” as keynotes in 
interpreting the program and conclude that inception of the recovery campaign 
represents a distinct turning point in Americaa history, in that the “new con- 
ception of the economic function of the State has been given form and sub- 
stance” (page 236). They conclude, however, that most of the devices designed 
for the relief of unemployment and for the regulation of banking and invest- 
ment must be regarded as adaptations of earlier European practices. On the 
other hand, they see what “is essentially new in the program of reconstruction” 
(page 330) in the organization of producers under the codes of the N.R.A. 
and the marketing and restrictive devices of the A.A.A., the juke of 
positive measures for reviving business activity—including especially the series 
of steps designed to increase the volume of buying and to raise the commodity 
price level, and the “deliberate redistribution of income” to benefit wage- 
earners and farmers. 

DALE YODER 

Statistical abstract of the United States, 1934. 56th no. (Washington: Supt. Docs. 
1934. Pp. xvi, 791. $1.50.) 

Statistical Fear book of Quebec, 1934. 21st yr. (Quebec: H. M. Stationery Office. 
1934. Pp. xxv, 489.) 
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Agriculture, Mining, Forestry and Fisheries 


The American Farmer and the Export Market. By AUSTIN A. DOWELL and 
OscaR B. JESNEsS. (Minneapolis: Univ. of Minnesota Press. 1934. 
Pp. 269. $2.00.) 

This excellent work gives us an incisive analysis of the agricultural situa- 
tion in the United States and its relation to international trade. It is refresh- 
ing to find the question of farm production and surpluses treated by schol- 
ars who understand so thoroughly the wider economic implications of their 
problem. 

In the development of their thesis that the amit markets are of vital 
importance for the recovery and prosperity of the agricultural industries, 
the authors have divided their work into three parts, the farm plant, the 
home market, and the export market. Present-day discussions of agricul- 
tural production and marketing naturally turn about the question of sur- 
pluses, and the chapters on the export surplus and its absorption are of 
especial significance. The total crop acreage required to produce net agri- 
cultural exports of twelve major crops, as well as pork and lard, averaged 
16.4 per cent of the acreage of all crops in the United States in the period 
from 1921 to 1930. | 

Of the several suggested measures for taking care of the surplus, that of 
reducing output to domestic needs is not so simple a matter as eliminating 
16.4 per cent, or about one-sixth of the total acreage. For cotton we should 
have to eliminate one-half, for tobacco one-third, and for wheat one-fifth 
of the acreage, which would entail a profound reorganization of the agri- 
cultural industry in many extensive regions. Relief cannot be expected from 
increased consumption due to population growth, from increased per capita 
consumption of a comparatively stationary population, from Jand-settlement 
and part-time farming schemes, through elimination of sub-marginal lands, 
or from improved farming technique. 

The United States has become in recent years a net importer of agricul- 
tural products. The question has arisen as to whether crops imported might 
not be grown at home in place of those that should be exported. Considera- 
tions of comparative advantages would naturally militate against this sub- 
stitution. All things taken into account, including the curtailment of con- 
sumption due to the increase in domestic prices caused by necessary restric- 
tive duties, the actual displacement of acreage through this shift would not 
amount to over ten million acres, or only one-sixth of the average number 
employed from 1921 to 1930 in producing the agricultural surpluses. 

The closing chapters of the book, grouped together under the general 
heading of “The export market,” deal with the place of the American farmer 
in world competition, tariff fundamentals, the protection of farm products, 
international debts, governmental policies in international trade, and 
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finally an enumeration and short analysis of possible trends and admissible 
measures that will lead to greater freedom of imports, which in turn will 
occasion augmented exports. 

A short but adequate treatment of tariffs and their effect on farm pro- 
duction is given in Chapter 13. As the United States is now a creditor coun- 
try, the lowering of tariffs to admit payments on interest or capital account 
is indicated. A limitation of imports occasions a limitation of exports. In 
the eagerness to protect the producer who has a domestic market, the effect 
protection has on the producer for export has been lost sight of. It is clear, 
the authors affirm, that the tariff has not only been detrimental in the past 
but more recently has been an important factor in undermining the very 
foundations of the agricultural industry. The international debts and their 
payment are closely related to our trade and tariff problems. A scaling down 
of both debts and tariffs is advocated as a preliminary step toward recovery. 

An enumeration of the varied trade restrictions in foreign lands is pre- 
sented in Chapter 16 and their nationalistic implications considered. The 
authors also give a short description of several suggested or employed post- 
war policies of the United States for the restoration of agricultural pros- 
perity, such as the Federal Farm Board organization, the Equalization Fee, 
the Export Debenture plan, and finally the Agricultural Allotment plan 
in the 1933 Act. Attention is properly drawn to the fact that the processing 
tax refunds make the exportation of certain agricultural products assume 
some of the aspects of dumping. 

This volume anticipates many of the conclusions contained in the recent 
International Relations report, also published by the University of Min- 
nesota Press. Professor Jesness contributed a noteworthy article to the new 
publication as well. 

M. M. SKINNER 

University of Washington 


Le Problème Mondial du Blé. By PAUL DE Hevzsy. (Paris: Alcan. 1934. 
Pp. vill, 293. 30 fr.) 

The author of this volume is Hungarian Minister at Madrid, with ap- 
proximately a quarter of a century’s total diplomatic service to his credit in 
the principal wheat growing countries of the world. The study was pre- 
pared during the course of the year 1933. The author discovered some rays 
of hope from the export quotas plan of the London wheat agreement con- 
cluded in August, 1933, but considered that it was far from solving the 
world wheat problem. Consequently, he was encouraged to publish his 
work with, two principal ends in view: (1) that of portraying the wheat 
problem from the world standpoint, and (2) presenting a plan for further- 
ing the solution of this difficult matter. 
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The first part of the book concerns mainly the following topics, a 
chapter being devoted to each: the crisis of wheat and the means of re- 
solving it; the plan for his proposed “Entente Internationale du Blé”; the 
shifting of wheat production from the poorer to the better lands; the es- 
tablishment of “insurance stocks” of wheat for all countries; the causes and 
the effects of the price of wheat; the case of Great Britain, the largest im- 
porting country for wheat; the situation in France, a country which pro- 
duces much wheat and imports little; the wheat problem of the United 
States; and Russia in relation to the proposed International Wheat Union. 
The second part of the study deals first with the London wheat conference of 
1933, and subsequent separate chapters are devoted to the wheat problems 
of Germany, Italy, Great Britain, Ireland, Spain, Hungary, Canada, Aus- 
tralia and Argentina. 

M. de Hevesy believes that at the base of the world crisis is the agricul- 
tural crisis. At the roots of the agricultural crisis is the wheat crisis. If we 
unite to raise the price of wheat, thus making it possible for the mass of 
wheat producers to receive a more significant proportion of the profits in 
the wheat industry, without materially increasing the price of bread to the 
consumer, we shall have struck at the world crisis at its base. 

It is his opinion that the efforts of individual nations to solve their own 
wheat problems have aggravated rather than mitigated the world wheat 
problem; therefore, he proposes an “Entente Internationale du Blé,” the 
governing body of which would be the “Conseil International du Blé,” 
consisting of a delegate from each of the contracting states. Also, it would 
be necessary to establish an “Office International du Blé,” with subsidiary 
offices. Customs duties on wheat would be abolished, and the International 
Wheat Office, perhaps located in London, would be given a monopoly of 
all exports and imports of wheat, its sales to and purchases from the sev- 
eral member nations occurring only through the national wheat offices. Each 
country would endeavor to produce only a “logical quantity of wheat,” 
which for an exporting country would be the amount corresponding to its 
national consumption, augmented by its quota for exportation. If the crop 
of a country happened to exceed the “logical quantity,” it would offer its 
surplus to the International Wheat Office, which would divide it among 
the countries whose crops were deficient. If the International Wheat Office 
answered—what M. de Hevesy considers unlikely, except for small quanti- 
ties—that it had no use for the surplus, the country in question would be 
obliged to keep this wheat, either using it within its own borders or stock- 
ing it. If it pursued the latter alternative, it would be able to grow less wheat 
the following year. 

The plan is an ingenious one, for which the author deserves much credit. 
It will provide the basis for much fruitful discussion; but to attempt to 
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realize anything like it in the present disorganized state of world codpera- 
tion would be to court immediate disaster, both internationally and intra- 
nationally. In this connection, it may be stated that under the régime of the 
A.A.A, in the United States, this country could perhaps adopt such a pro- 
cedure much more readily than most of the other countries of the world. 
However, the idea of the “Entente Internationale du Blé” constitutes only 
one phase of a scholarly volume, filled with valuable materials for the 
economist who wishes to secure a comprehensive picture of the world wheat 
problem as a whole, and much information specifically as it relates to the 
principal wheat producing countries of the globe. 
WILSON GEE 
University of Virginia 
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An historical and factual monograph. 
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translation ser., no. 2. (Berkeley: Univ. of California Press. 1935. Pp. 182. $2.) 

CAULEY, T. J. Agrartanism: a program for farmers. (Chapel Hill: Univ. of North 
Carolina Press. 1935. Pp. 211. $1.50.) 

EMENY, B. The strategy of raw materials: a study of America in peace and war. 
(New York: Macmillan. 1934. Pp. xiv, 202. $3.) 

FRIEDENSBURG, F. Koble und Eisen im Weltkriege und in den Friedensschlissen. 
(Munich: Oldenbourg. 1934. Pp. 332. RM. 8.80.) 

acos, H. E. Sage und Siegeszug des Kaffees: die Biographie eines weltwirt- 
schaftlichen Stoffes. (Berlin: Rowohlt, 1934. Pp. 367. RM. 5.50.) 

JOHNSON, C. S. Shadow of the plantation. (Chicago: Univ. of Chicago Press. 
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In this unique work a striking picture of the plantation as a static economic 
system is presented. The author selected for the purpose of this study Macon 
County, Georgia, a representative plantation area, as yet untouched to any 
great degree by the economic and social changes of the outside world. Here the 
negro population carries on the surviving traditions and the economy of the 
early post-slavery period. 

Negroes constitute 82.3 per cent of the total population, showing a slight 
decline for the past two decades, and farm slightly over 4/5 of the soil. How- 
ever, only 10 per cent of the negroes are in the category of owners, the others 
being cash tenants, croppers, or tenants on other terms. Ownership is steadily 
declining, owing to bad crops and low prices of cotton. The author estimates the 
normal annual earnings of a man and wife at $260 per year, of which about 
half is paid in commodity form for rent, and the balance is taken in large 
part as payment for advances from the landowner, storekeeper or bank, so that 
very little money is actually handled. During the past few years negro land- 
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owners and tenants have found increasing difficulty in procuring advances, and 
equal difficulty in pence ava with the result that “closeouts” are increasingly 
common, and the negro finds himself stripped of his scanty resources. 

The pressure of the system is apparent in the fact that only about 1/16 of 
the women are sufficiently well off to devote themselves to the home and their 
children. The author stresses the fact that economic considerations, almost with- 
out exception, constitute the nexus which binds parents and children together. 
This is seen in the lack of emotional feeling for deceased children, and in the 
readiness with which children of relatives or even non-relatives are adopted. 
The adoption system obviates the necessity of children’s homes or orphanages 
in the community. Child labor seems to vary inversely with the degree of educa- 
tion possessed by the mother. 

Family organization and life is clearly conditioned by economic factors. 
Divorce, which is generally secured by abandonment, or “leaving a strip,” or 
notice, is frequent when the economic value of one of the partners wanes. The 
eaming power of the plantation women is about pls to that of the men, and 
usually more sustained and dependable. Hence they hold a high economic 
status in the community. Many women refrain from marriage because such a 
state might impose upon them the risk of supporting an unprofitable husband. 
Illegitimacy leaves no social stigma upon either mother or child, and receives 
less notice from the negro church than card playing or dancing. 

Strangely enough, such changes as are beginning to appear in this isolated 
community are less due to economic improvements than to cultural penetration 
by way of school, church, and the influence of outsiders. Farming implements 
and methods of agriculture are practically the same as they were three or four 


generations ago. 
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Mechanization in Industry. By Harry JEROME. (New York: National 
Bureau of Economic Research. 1934. Pp. xxxi, 484. $3.50.) 

This book is the mature product of extensive research in the field of 
mechanization. The study was launched in 1924 by the National Bureau 
of Economic Research in the effort to assess the claims then made that our 
newly-adopted immigration policy would lead to labor shortages in the less 
skilled trades. During the intervening years, the problem of immigra- 
tion restriction gave way to that of machine displacement. Hence, Professor 
Jerome and his assistants have sought to ascertain the degree of mechaniza- 
tion and the nature of mechanical changes in leading industries in order 
that a tentative hypothesis might be formulated “as to the conditions that 
determine the rapidity of mechanization, and the effects of increasing 
mechanization, especially upon the number and type of workers required 
for the production of goods and services” (p. 8). The forecasts as to the 
future of mechanization which are included in the study are premised upon 
the existence of conditions substantially similar to those which prevailed 
in the “relatively recent past.” 

Four principal conclusions are reached. (1) Mechanization may be ex- 
pected to continue to advance at a moderate pace. Many operations are not 
yet thoroughly mechanized, if mechanized at all. Moreover, the degree of 
mechanization varies widely between industries, between factories in the 
same industry and between processes within a factory. Mechanization is 
by no means complete. (2) The danger of an “uncontrollably rapid mech- 
anization” is held to be remote. The introduction of mechanical devices is 
not alone limited by the technical problems encountered. Financial and 
social factors also weigh heavily against the too rapid scrapping of existing 
equipment. (3) “Changes in the rate of mechanization, although limited, 
are not negligible.” Although the exact measurement of the rate of mech- 
anization is difficult, it appears that the favorable conditions during the 
twenties caused a somewhat rapid advance. The peak rate of increase for 
manufacturing was in the biennium, 1923-25, when the advance, measured 
by horsepower per wage earner, reached 6.4 per cent. (4) “Even within 
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the limited range of fluctuations in the rate of mechanization, there are, as in- 
dicated by the experience of the twenties, some ill effects requiring thought- 
ful consideration, but again, the rate and extent of such maladjustments are 
not beyond reasonable possibility of prediction and control, or at least the 
effects can‘ be foreseen and ameliorated.” In this connection, mention is 
made of the losses to individual workers of skill and employment through 
displacement as well as of the tendency of advancing mechanization to 
“aggravate cyclical fluctuations through intensifying competition, enlarging 
the function of capital goods in the economic system, and (to the degree that 
it raises the general level of real income) increasing the share of expendi- 
tures in those lines, such as durable consumer goods, the effective demand 
for which is characterized by sharp reductions when a recession sets in” 
(pi 23). - 

The A conclusions are tentatively drawn from surveys made of some 
1,301 plants in a well-diversified list of industries. Some of the material 
was obtained from interviews by field assistants, some from questionnaires 
and correspondence, and some from special studies prepared by other 
agencies, especially governmental, concerning mechanical changes in par- 
ticular industries. 

The complex character of the problem of mechanization is admirably set 
forth both in the study itself and in the interpretative foreword by Frederick 
C. Mills. The problem is found not to be one of vast numbers of men 
being lopped from payrolls by single spectacular inventions. Rather it is, 
more commonly, one of the introduction of numerous small changes which 
may displace hand work or less efficient machinery. The mechanical advance 
is seldom limited in its effect to those employed in one process. ‘The machine 
itself may economize the labor required for the operating force, for the aux- 
iliary force, for those engaged in producing machinery, or for those required: 
in marketing the article; yet at the time that it changes one of these occupa- 
tional groups it is apt to expand or contract the others. Thus a complex 
machine designed to economize labor in processing may require less auxiliary 
labor for its maintenance, more “embodied labor” in its manufacture and 
its power requirements, and more indirect labor in disposing of the in- 
` creased output which it makes possible. Or, again, it might make smaller 
demands upon one or all of these fields. No adequate measurement of 
changes in productivity can be based upon a simple calculation of the num- 
ber of workers directly employed in the new process in contrast with the 
number required by the old. The varied demands of machinery for labor 
of differing degrees of skill, and the capacity of machinery to displace all 
grades of labor further complicate the problem. Finally, the introduction 
of machinery into an industry characterized by a highly inelastic d&mand is 
likely to be to a substantial degree labor-displacing, while under conditions 
of elastic demand the machine may through broadening the market be 
“productivity-increasing.”” 
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The chief value of the book lies in the gold-mine of material which it 
affords concerning the practices in specific industries. We have here a 
carefully compiled record of the recent major changes in many manufactur- 
ing industries, in agriculture, in mining, in construction, in railways, and 
in a number of other fields. Considerable attention is given to the life 
history of inventions and to the stages of their development. A chapter is 
devoted to the machine-producing industries. 

Professor Jerome is inclined toward the view that, as compared with 
the year 1900, manufacturing may have tended toward a lowering of its 
skill requirements. Recent trends, however, suggest a levelling process. The 
mechanization of handling has reduced the demand for unskilled workers 
in this field. Skilled workers are eliminated by the displacement of bandi- 
crafts. Looking toward the future it is felt that the average skill required 
may be increased as the building and care of machines will require an in- 
creasing number of relatively skilled workers, while mechanical handling 
is apt to make further substantial inroads upon the demand for unskilled 
workers. “On the whole, the shift will continue to be from emphasis on 
the trade-skill typical of the handicraftsman, on the one hand, to the alert- 
ness and intelligence required in handling fast and intricate machinery 
and, on the other, to the more formal training required in the engineering 
and production planning departments” (p. 403). 

Despite the exceedingly valuable material amassed and the scrupulous 
care taken in its interpretation, Professor Jerome’s study is not altogether 
convincing. His statistical technique is excellent. He has sought to avoid 
unguarded generalizations in the effort to present a colorless account of 
mechanization. Moreover, in spite of a rather rambling method of presen- 
tation, he cannot be accused of avoiding difficult issues or of failing to state 
such conclusions as lie clearly within the scope of his data. Yet one leaves 
the book with a serious doubt as to the value of his study in furnishing a 
correct guide for future social policy on the problem of mechanization. In 
the first place, the bulk of the data covers a most unusual period in American 
industrial development, a period which, as Professor Jerome suggests, was 
peculiarly adapted to the rapid growth of mechanical. improvements in 
most fields. One wonders, however, when our profit system will again find 
market conditions—to mention only one factor—propitious for the rapid 
introduction of new mechanical devices or for the more extensive use of 
existing devices. Is it possible that the system is sufficiently out of balance 
to retard greatly the important machine production industry? Or if ma- 
chines are introduced in a depression period, are they not apt to be labor- 
displacing in character? It would surely seem that we should not weigh 
too heavily the record of machinery in a period in which such gross distor- 
tions were appearing in our economic structure. 

Again, Professor Jerome appears to show too little concern over the 
problem of technological unemployment. He has, to be sure, successfully 
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demonstrated that mechanization was, during the period surveyed, largely 
not labor-displacing in character from the standpoint of the economic system 
as a whole. This conclusion might be accepted for the “prosperity” years. 
One wishes, however, to peer more closely into the marketing and service 
trades. It may be that the failure of the 1930 census to record a significant 
decline in the proportion of gainfully employed workers to the total popu- 
lation rested upon a comparatively temporary. and possibly unhealthy ex- 
pansion in the marketing and service pursuits by the influx of many who . 
were displaced from agriculture and industry. Surely manufacturing was 
able to employ at the close of that decade a smaller portion of gainful 
workers. Agriculture furnishes an even more striking case, despite the 
immobility of farm labor. Can the other fields continue to take up the slack, 
especially when one considers the belated yet real movement toward ration- 
alization in office work and in the field of marketing? 

Finally the differentiation made between labor-displacing and produc- 
tivity-increasing machinery is not altogether satisfying. One can agree that 
the introduction of machinery tends in differing degrees to result in labor 
displacement, considered from the standpoint of an occupation, an industry, 
or the industrial system as a whole. But, may it not be that the ability of _ 
machine industry to be so largely productivity-increasing during the twenties 
was a rather temporary, and possibly speculative, phenomenon and that the 
present industrial price structure is, thanks to quasi-monopolistic policies, 
not adjusted at a sufficiently low level to permit of the full employment of 
labor? Stated otherwise, may we not be today faced with genuine labor 
displacement due to the failure of our economic system to remain thoroughly 
competitive during a period of rapid machine introduction? 

These objections in no way seek to invalidate the important contribution 
which Professor Jerome makes to the understanding of the course of 
mechanization during the period studied. No student of American indus- 
trial organization can afford to be unacquainted with his measurements of 
mechanical change. Still one has a serious doubt whether he is correct in 
holding lag responsible for so many of the maladjustments occasioned by 
machinery. Our industrial system does not appear to deserve so clean a 
bill of health. 

COLSTON E. WARNE ` 


Amherst College 


Report on Cost of Distribution of Electricity. By THE POWER AUTHORITY 
OF THE STATE OF New York. (New York: Albany: State House. 
1934, Pp. 300.) | 

New York State’s agency for the development and sale of St.°Lawrence 
power admittedly relies upon the use of public competition, or the threat 
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of it, as the chief device by which consumers of electricity in New York and 
adjoining states may receive the benefit of lower rates. The direct savings 
from the operation of the St. Lawrence project are estimated at not more 
than $10,000,000 annually, or but %» cents per retail kilowatt hour now 
used in: New York State. By standing ready to encourage public distri- 
bution of electricity if private companies refuse to negotiate contracts for the 
resale of St. Lawrence current at “reasonable” prices, however, the Authority 
hopes to insure a substantially greater consumer benefit. 

This highly significant volume presents the results of an intensive three- 
year survey intended to arrive at estimates of reasonable costs of distribut- 
ing electric current. Estimates of the cost of current ready for distribution 
are likewise made. It is concluded that for residential customers a rate of 
3.5 cents per kilowatt hour for an annual consumption of 600 kilowatt hours 
is adequate under existing conditions. This rate includes 2.5 cents for dis- 
tribution and 1 cent for generation and transmission, and provides for a 
capital return of 6 per cent. For twice this consumption a rate of approxi- 
mately 2.7 cents is declared adequate. Rates in New York State now range 
from about 4 cents to 9 cents, and average about 6 cents per kilowatt hour, 
for this volume (600 kw.hr.) of consumption. 

Space permits mention of only a few of the many other conclusions ad- 
vanced in this compact volume. It is stated that the variation between 
localities in the “reasonable” cost of distribution to a given class of cus- 
tomers is not great, while the pooling of power tends to minimize differ- 
ences in generation and transmission costs as well. Municipal distribution 
costs can be materially lower than those of private plants, even after equal 
allowance is made for taxes, return on capital and depreciation. Rural dis- 
tribution, while costlier than urban, would raise the distribution costs in 
combined urban-rural areas only slightly. Reduced rates would not mean a 
corresponding decline in revenues “because a truly promotional rate would 
result in a rapid increase in average use per customer.” 

The broad conclusions are supported by detailed analyses in nine ap- 
pendices which together comprise more than 250 of the volume’s 300 pages. 
The appendices contain reports on distribution costs in each of 28 towns 
and cities and New York City. They also include an explanation of methods 
used in arriving at: (1) unit costs in valuation of distribution properties; 
(2) the allocation of distribution costs between domestic and other cus- 
tomer groups; (3) the determination of fixed charges (capital return, de- 
preciation, taxes and insurance); (4) “reasonable” allowances for various 
Operating expenses and their apportionment between customer groups; and, 

oe ~s) a valuable consideration of diversity and other factors in estimating 
l `of current ready for distribution. 
dings presented and the methods employed in this report do not 


ia. 
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seem to be conclusive in all respects. One may question whether the Power 
Authority has sustained its burden of proof in asserting that reasonable 
residential rates. throughout New York State should be no more than 3.5 
cents per kilowatt hour for an annual consumption of 600 kilowatt hours, 
or 2.7 cents for a consumption of 1200 kilowatt hours. The startling dis- 
crepancy between the suggested rates and those now employed 1s shown by 
the Preliminary Report of the Federal Power Commission Electric Rate Sur- 
vey which records only one instance (out of 107 cities of more than 100,000 
population), where the kilowatt hour rate for 1,200 kilowatt hours per year 
is as low as 2.7 cents, and but eleven instances in which the rate for this 
large consumption is as low as 3.5 cents. Moreover, ‘the possible savings 
estimated by the Authority for present residential and commercial consump- 
tion amount to 22 per cent of all electric revenues in New York State in 
1932, and to 37 per cent of commercial and residential revenues. Through- 
out the report is the questionable assumption that exact yardsticks of general 
applicability can be arrived at by which to test the reasonableness of every 
sort of cost situation. 

While one may not concede the complete validity of all its conclusions and 
methodology, this report nevertheless represents a highly intelligent and 
worthwhile attempt to pioneer in the illumination of an important and com- 
plex field. 

l Jonn D. SUMNER 

University of Buffalo 

NEW BOOKS 
MCGREGOR, A. G. The correct economy for the machine age. (New York: 

Pitman Pub. Corp. 1935. Pp. xv, 256. $2.) 

Electric public utilities: a graphic record of development. (New York: National 

Industrial Conf. Board. 1935. Pp. 10.) 

Report of the Mississippi Valley Committee of the Public Works Administration, 

October 1, 1934, (Washington: Supt. Docs. 1934. Pp. 234.) 

An exhaustive study of water policy, especially its relation to the Mississippi 
Valley. The report is prepared by a committee of which Morris L. Cooke was 
chairman and is submitted to Secretary Ickes, administrator of the Federal 
Emergency Administration of Public Works. The text is supplemented by many 
maps and illustrative charts. 

Statistisches Jahrbuch fär die Eisen- und Stablindustrie, 1934. (Dusseldorf: 

Stableisen. 1934. Pp. ix, 224. RM. 5.) 


Transportation and Communication 


NEW BOOKS 
FOURNIER, L. T. Railway nationalization in Canada: the problem of the Canadian 
National Railways. (Toronto: Macmillan. 1935. Pp. 1x, 358. $3.50.) 
Graby, H. F. and Carr, R. M. The port of San Francisco: a study of traffic com- 
ay -1933. (Berkeley: Univ. of California Press. 1934. Pp. xxviii, 
501. $5. 
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Lone, W. R. Railway and highway transportation abroad. Trade promotion ser. 
no. 155. (Washington: Supt. Docs. 1935. Pp. viii, 426. 50c.) 

This is a study of the policies of foreign countries with regard to the 
codrdination of highway and railway transport services. The report is a fact- 
finding document based on replies to questionnaires sent to officials and experts 
in approximately 90 countries. 

Further studies are in progress relating to land-transport, rate-making policies 
and the taxation of highway vehicles and fuel. 

MacMurry, C. D. and CREE, M. M. Shipping and shipbroking: a guide to all 
branches of shipping and government. 31d a. (New York: Pitman. 1934. Pp. 
589. $5.) 

PARMELEE, J. H. A review of railway operations in 1934. Reprinted from Railway 
Age for January 26, 1935; figures revised to March 1, 1935. (Washington: 
Bureau of Ry. Econ. of the Assoc. of American Railroads. 1935. Pp. 28.) 

TOLLES, M. D. A history of French subsidies to commercial aviation, with some 
reference to other European countries. Stud. in hist., vol. 18. (Northampton: 
Smith College. Pp. 171.) , 

The case against restrictive regulation of highway transportation. Abstract of 
testimony, in opposition to H. R. 6836, by authorities appearing before the 
House Committee on Interstate and Foreign Commerce, 73rd Congress, 2nd 
Session, January and February, 1934. (Washington: National Highway Users 
Conf. 1935. Pp. 31.) 

Interstate Commerce Commission: decisions, October-December, 1933. (Wash- 
ington: Supt. Docs. 1934. Pp. 870. $2.) 

Interstate Commerce Commission: 48th annual report, December 1, 1934. (Wash- 
ington: Supt. Docs. 1934. Pp. 153. 75c.) 

Statistics of waterways, United States. Stat. summary no. 17. (Washington: 
Bureau of Ry. Econ. of the Assoc. of American Railtoads. 1934. Sheets, 24.) 


Trade, Commerce and Commercial Crises 


Towards Stability. By SUMNER H. SLICHTER. (New York: Holt. 1934. 
Pp. xi, 211. $2.00.) 

In the curt limits of this little book Professor Slichter has compressed an 
analysis of business cycles, and a discussion of various schemes for stabiliza- 
tion, with special emphasis on the “New Deal.” The author finds the prob- 
lem of achieving stability to lie in the stabilization of the prospect for profits, 
because the volume of consumer spending depends upon the income derived 
from business spending, which in turn depends upon the prospects for 
profits. 

The analysis of the business cycle follows what the author calls seven 
“strands”: that consumer incomes, and hence consumer spending, depend 
upon business spending; that the demand of business enterprises for labor 
and commodities depends upon present and prospective profits; that prices 
are not stifficiently responsive to changes in conditions to cause business 
enterprises and consumers to disburse their incomes at a constant rate and 
to cause changes in the volume of business spending to be offset by changes 
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in the volume of consumer spending; that various ‘‘conjunctures,” or events 
external to the cycle, may accentuate the course of a boom or a depression, 
or they may change the trend of business, initiating either a boom or a 
depression; that the demand for goods in large measure must be discovered, 
and, for causes which are independent of business cycles, the discovery of 
advantageous ways of spending money does not occur at a constant rate; 
that the growth of industry often produces maladjustment between the pro- 
ductive capacity of industry and the demand for goods; and that credit 
greatly accentuates the fluctuations in business which are produced by other 
causes, and is itself an independent cause of maladjustment. 

On the basis of this analysis, the author offers careful and penetrating 
criticisms of some of the schemes proposed for hastening recovery. Wage 
increases are declared pernicious; wage reductions desirable, but practically 
impossible. “Government spending not accompanied by business spending 
is very much like pouring water in the sands”; planning is desirable, but in 
practice difficult or impossible. The N.R.A. has impeded recovery, by 
fostering monopoly and thus “delaying the transmission of savings produced 
by technological changes to consumers in the form of lower prices and 
thus preventing purchasing power from growing as fast as productive 
capacity.” In conclusion, Professor Slichter offers a few sagacious observa- 
tions regarding our obsolete constitution, and adds that “one feels safe in 
predicting that the government as now organized is not capable of formulat- 
ing a policy of intervention which will be satisfactory in the long run.” The 
New Deal—‘‘not an integrated program, but a series of self-defeating at- 
tempts to confer favors on too many special groups—” is the logical product 
of our government machinery; and the author believes that nothing less than 
the abolition of the separation between the legislature and the executive, and 
the institution of cabinet government, will give us a government capable 
of meeting the problems raised by the business cycle. 

The outlook for such change is, of course, not cheering; and Professor 
Slichter seems to doubt whether capitalism will ever recover. Indeed he 
doubts whether capitalism is worth keeping, and finally concludes: 

One cannot avoid asking whether it is wise to base the maintenance of produc- 
tion, and hence the standard of living, upon such a narrow and precarious founda- 
tion as the prospects for profit. Would it not be sensible to shift to a simpler 
economic system, such as socialism, under which mistakes would be less costly 
and the incentive to reduce production less compelling? These are questions 
which each person must answer for himself. No one should be surprised, how- 
ever, if it turns out that the successful operation of such a sensitive and intricate 
system as elec requires more understanding of economics, more appreciation 
of the interdependence of interests, and more capacity to codperate than mankind 
can supply. j 

Inevitably, in so controversial a field as business cycles, there is much that 

can be disputed and criticized. It must suffice here to say that, in condensing 
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the analysis of business cycles into.’a space of only about fifty pages, the 
author bas necessarily simplified many points so much as to give to the 
discussion, at some stages, an air of unreality. Likewise for the sake of 
brevity, the analysis exaggerates the uniformity in cycles. It would be cavil- 
ing, however, to suggest that the author should have written a more com- 
prehensive book. If every man could read the little book as it is, he would 
have a far better appreciation of the intricacies of the subject, and of the 
careful study that will be necessary to deal successfully with the depression. 
The reviewer closed the book with a feeling that the American people will 
probably never find the way out. Unlike Professor Slichter, he does not think 
of socialism as a possibility worth much consideration. If capitalism does 
not revive, we shall probably get not socialism, but fascism. 
JOHN ISE 


University of Kansas 


NEW BOOKS 


ADARKAR, B. P. The theory of international prices. Paper read before the Indian 
Economic Conferences held at Patna, 1934. (Benares: Author, Benares Hindu 
Univ. 1934. Pp. 14.) 

BLODGETT, R. H. Cyclical fluctuations in commodity stocks. (Philadelphia: Univ. 
of Pennsylvania Press. 1935. Pp. xii, 177. $2.50.) 

This book is an analysis of the behavior of commodity stocks in the hands of 
industrial producers, Since Dr. Simon Kuznets in his study, Cyclical Fluctua- 
tions, Retail and Wholesale Trade, United States, 1919-1925, has already dis- 
cussed the influences which affect the purchases and stocks of consumers, whole- 
salers, and retailers, the author confines his efforts to this hitherto unexplored 
field of investigation. The statistical technique used is the method developed by 
Dr. Wesley C. Mitchell and his associates in the National Bureau of Economic 
Research. 

The study deals with 35 commodity stock series, not only as to their own 
cyclical fluctuations, but also with regard to their behavior during cyclical fluc- 
tuations in general business, production and prices. For purposes of exposition 
the 35 series are divided into three groups: (a) raw materials an mA 
processed materials most of which are largely in the hands of industrial con- 
sumers; (b) the “disparity” stocks of finished products at the producers’, that 
is, those stocks whose cyclical fluctuations tend to be inverted to those of general 
business; (c) the “convenience” stocks of finished products at the producers’, 
that is, those stocks whose cyclical fluctuations are positively related to those 
in general business. 

It is the author’s contention that while “all is not order and regularity in the 
cyclical behavior of commodity stocks” they nevertheless ‘‘act as buffers be- 
tween certain economic processes which it appears necessary or desirable to have 
proceed cyclically at varying rates.” Hence, it “is necessary to qualify carefully 
the oft-repeated petierel sation to the effect that large stocks of commodities 
tend to pile up in periods of business expansion or prosperity, are carried over 
into depressions, and are gradually exhausted before new periods of expansion 
begin.” Furthermore, while Mr. Blodgett recognizes the necessity in the treat- 
ment of value theory of assuming a time period sufficiently long to permit 
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economic forces to exert their influence, he feels that it is often at the expense 
of the’ "actual period of clock time.” Consequently, he concludes that “what 
seems to be necessary is to try with more determination than in the past to 
establish connections between static economic.theory and dynamic economic 
conditions.” j 

The study is adequately buttressed with lists of 35 figures and 11 tables plus 
a 60-page appendix in which each of the commodities discussed is minutely 
analyzed. One leaves the book with a feeling of satisfaction, an assurance that 
another obscure section of our industrial field has been brought into the light. 

. J. M. McDANIEL 


EDGEWORTH, K. E. The trade balance: a problem in national planning. (London: 
Allen and Unwin. 1934. Pp. 135. 3s. 6d.) i 

Fritz, W. G. Contributions to business-cycle theory. (Pittsburgh: Author, Bur. 
of Bus.’ Res., Univ. of Pittsburgh. 1934. Pp. 71. $1.60.) : 


This work presents a condensed exposition of the business-cycle theories of 
111 writers, each condensation being written in the style and wherever possible 
the exact words of the original author. On the average 500 to 1,000 words are 
given to each summary so that no one type of theory is stressed at the cost of 
any other. The selections are classified analytically and chronologically, and ‘the 
work is replete with references and cross references. Pages 64 to 71, inclusive,’ 
contain an exhaustive list of references to collateral material pertaining to the 
nature, effects and remedies for the business cycle. | l 

The section of the book containing the actual readings is preceded by a ten- 

age discussion on the historical and economic setting of business-cycle Eri 
. Fritz suggests that business-cycle explanations can be segregated historically 
into four periods: (1) agriculturist and purchasing media explanations, i.e., 
theories presented before 1801; (2) crisis explanations, 1802 to 1866; (3) 
monistic explanations, 1867 to 1912; and (4) pluralistic ee 1913 to 
date. He also classifies the theories according to the factor held to be basic by 
the theorist: natural conditions, human qualities, technological circumstances, 
means of utilization, proprietary and contractual relationships, instability of 
aggregate external events, and self-development. 

In the preface the compiler frankly admits that it has been necessary to 
sacrifice completeness of detail for orderliness and variety of interpretation. 
In some cases this sacrifice of detail has not been harmful to the content; but 
the reviewer feels that in a few instances the condensation has been carried too 
far. For example, the section devoted to John Maynard Keynes is far too sketchy 
to give even a vague notion of what he conceives to be the explanation of the’ 
business cycle to one not already acquainted with his writings. As a syllabus or 
framework for a systematic study of business-cycle theory this work is without 
doubt the best in the field. : 

WILFORD J. ErrEMAN 


GARVAN, F. P. In the matter of a proposed reciprocal trade treaty between the 
United States and Switzerland: lief submitted on behalf of chemisiry in the 
United States. (New York: Chemical Foundation. 1935. Pp. 124.) 

HILL, H. Foreign trade and the worker's job. Popular pamph. on world problems 
no. 1. (Boston: World Peace Foundation. 1935. Pp. 40. 10c.) = ` l 

Labor should be interested in extending foreign trade in order to increase 
employment. Analysis supported by statistics. 
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HULL, C. International trade and domestic prosperity. Address before the Na- 
tional Foreign Trade Council, New York City, November 1, 1934. (Washing- 
ton: Supt. Docs, 1934. 14. 5c.) 

KNIGHT, C. L. Secular and cyclical movements in the production and price of 
copper. (Philadelphia: Univ. of Pennsylvania Press. 1935. Pp. xiii, 153. $2.) 

MacFiz, A. L. Theories of the trade cycle. (London: Macmillan. 1934. Pp. ix, 
198. 7s. 6d. 

OLSHAUSEN, A P. Friedrich List und der deutsche Handels- und Gewerbsverein. 
(Jena: Fischer. 1935. Pp. x, 357. RM. 16.50.) 

PEEK, G. N. A great constructive contribution to the fwst of the sciences by the 
President of the United States. (New York: Chemical Foundation. 1934. Pp. 
Lex 

TN to the President of the United States by the special adviser to the 
President on foreign trade; also his letter to the President on international 
credits, 1896-1933. 

- SAYRE, F. B. American commercial policy. Address before the American Associa- 
tion for the Advancement of Science, Pittsburgh, December 31, 1934. (Wash- 
ington: a Docs. 1935. Pp. 18. 5c.) 

SCHREIBER, M. Grundzüge einer nationalorganischen Aussenhandelspolitik. 
(Jena: Fischer. 1935. Pp. xi, 206. RM. 8.) 

Balances of payments, 1933, including an analysis of capital movements up to 
September, 1934. (Geneva: League of Nations, New York: World Peace 
Foundation. 1934. Pp. 188. $1.50.) 

Exporters’ encyclopedia, 1935: containing information relative to shipments for 
every country in the world. (New York: Ashwell. Pp. 1728. $20.) 

Foreign commerce and navigation of the United States A the calendar year 1933. 
(Washington: Supt. Docs. 1934, Pp. 606. $1.75.) 


Accounting, Business Methods, Investments and 
the Exchanges 


The Chart of Plenty: A Study of America’s Product Capacity Based on the 
Findings of the National Survey of Potential Product Capacity. By 
HAROLD Logs and Associates. (New York: Viking. 1935. Pp. xv, 180. 
$2.50.) 

This work is another example of the tendency of engineers during recent 
years to interest themselves in the economic as well as the technical aspects 
of industry. While Mr. Loeb, whose name is attached to the book, is not an 
engineer, practically all of his assistants are technicians by background and 
training.’ Of the sincerity of these gentlemen there is no doubt. By training 
and experience they seem to be qualified for the work they attempted in so 
far as any group of men can be qualified for such a gigantic job. 

The survey, financed by the federal government, represents an attempt to 
determine: (1) what our industrial machine actually produced in 1929, 


* His principal associates in the work were, Felix Fraser, Walter Polakov, William 
Smith, Graham Montgomery, Montgomery Schuyler. The technical staff included about 
40 persons. 
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(2) what it could have produced with existing technique and equipment if 
unhampered by the limitations imposed by our social and economic organi- ` 
zation and conventions, (3) what this would have meant in consumable 
goods when measured against a national budget of consumption established 
somewhere near the “comfort level.” 

The volume is organized around a so-called “Flow Sheet,” which repre- 
sents the flow of goods from raw materials to their final condition as con- 
sumable goods and services. This sheet is set up in a series of columns. The 
first includes only raw materials. Each succeeding column represents the 
changes which take place as the result of one or more processes of produc- 
tion. In each column certain items are transferred from the category of 

“materials” to that of ‘consumers’ goods.” Thus in column 2, as a result 
of one productive process or of comparatively few relatively simple processes _ 
such consumers’ goods as meats, vegetables, milk, eggs, etc., appear. The 
list is added to in each succeeding column as a result of the succeeding pro- 
duction processes depicted therein. At the same time appropriate changes in 
the condition of ‘‘materials”—from raw to semi-finished, for instance—-are 
indicated. The final column presents the actual 1929 production of goods 
and services at retail prices in comparison with their possible production and 
possible consumption as determined by the budget as established above. 

This “Flow Sheet” contains a monumental mass of information and re- 
quires close study to understand all its implications. Its use has the out- 
standing advantage of enabling the “spotting” of “bottle necks” in produc- 
tion capacity. For instance, the finishing processes depicted in Column 4 may 
show a certain industry as able to produce 1,000,000 units of Article A. 
‘But if Column 3 shows that the supporting industries are able to produce 
enough of Product B—a part or material going into or involved in the 
production of A—to make only 500,000 units of A, then, obviously, the 
total capacity for Product A is only 500,000 units rather than 1,000,000 as 
would have been the result obtained by previous techniques used in com- 
puting national production capacity. It also avoids the use of the inaccurate 
averaging of excess capacity percentages previously used, 

Several things should be noted as to the manner in which this computa- 
tion of capacity was made:' (1) It involved the collection of data as to 
equipment and producing methods from trade associations, individual busi- 
ness houses, and other sources by workers of the survey. (2) It contemplated 
no changes in equipment or technique from that used in 1929. (3) It con- 
templated some changes in tempo of production—two or three shifts instead 
of one where practical, for instance. (4) The codrdination of productive 
processes from column to column and the transfer of materials from column 
to column involved innumerable decisions of judgment by those doing the 
detailed work of the survey. The quality of the final result therefore is condi- 
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tioned by the quality of the aggregate judgment of those making these 
decisions. 

The final result of the computation indicates that instead of a total na- 
tional income of 94-billion dollars in goods and services in 1929, we could 
have enjoyed an income of 135 billion 1929 dollars—an increase of about 
44 per cent. This would have afforded a total annual income per family 
of $4,370 in 1929 buying power. 

In their final chapter the authors consider and discard as impractical under 
the present system several traditional methods which might be used for 
increasing consumer purchasing power so as to absorb and thereby induce the 
bringing into existence of this additional product. These methods are: (1) 
raising wages and salaries, (2) increasing property income, (3) increasing 
entrepreneurial income, (4) expanding credit. 

The method which they propose for this purpose involves three steps: 
(1) the prices of producible goods and services shall be fixed—at any price 
level—and totaled; (2) the total price shall be issued in the form of income 
to prospective purchasers and cancelled when exchanged for goods and 
services; (3) the industries producing these goods shall be centrally con- 
trolled so as to assure capacity production. 

In this suggestion the authors are perhaps not so happy as in the more 
factual portions of their work. With the statement that the proposal ‘‘would 
seem to solve the economic problem in so far as its engineering aspects are 
concerned” they dismiss the stupendous tasks of reorganizing our social 
structure, changing our national psychology, making over out habits of 
thought, and readjusting our concepts of human relationships and motives, 
which tasks are fundamental and necessarily prerequisite to putting the 
proposal into effect. 

In spite of this typically technical lack of appreciation of the subtler 
and less tangible elements of the problem, this book demands the careful 
study and thoughtful analysis of everyone seriously interested in economic 
affairs, whether from the academic standpoint or from the point of view of 
practical statesmanship. This is for the following reasons: 

(1) It is probably the most intelligently organized and technically ade- 

quate attempt yet made to estimate the current productive capacity of this 

country. 

(2) Within the same covers it matches this capacity against our consum- 

ing capacity on the “comfort level.” This part of the job is not particularly 

well done but it is a beginning. 

(3) It is one of the most devastating factual criticisms yet developed upon 

the use of the “scarcity” principle in production control. 

(4) It ‘involves the first application of a technique and a method which 

may be used in the practical work of national economic planning when 
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we are finally forced to it. This is to the mind of the reviewer its most 

significant contribution. 

Certain assumptions made by the survey may be held unjustified, details 
of its technique may be criticized, the accuracy of its findings may be ques- 
tioned, and the practicability of its recommendations may be doubted, but 
its report must still remain-one of the most thought-provoking of the current 
contributions to economic literature. 

R. S. ALEXANDER 

Columbia University 


Corporation Finance. By FLOYD F. BURTCHETT. (New York: Harper. 1934. 
Pp. tx, 1078. $4.25.) 

As the fruit of only seven years of university lectures on corporation 
finance, Dr. Burtchett is enabled to make a notable contribution to the 
literature of that subject. He approached the task with the conviction that 
(a) corporations must be regarded as socially useful institutions and (b) 
those who control them have a substantial degree of social responsibility. 
Moreover, (c) the corporation is the dominant form of business organiza- 
tion and (d) its continued extension will “—ultimately—transform rather 
completely the contemporary concepts of private property and personal 
wealth.” It is evident that the author has a social point of view and, more- 
over, he appears to favor those measures and practices which will save 
capitalism from the predatory and ignorant capitalist who has done so much 
to destroy his own system. 

The forty chapters of this text are organized into eight parts of which 
the first is introductory, relating to the rise and present place of the cor- 
poration, the supply and demand of capital funds. Then comes a block of 
ten chapters under the heading, ‘The instruments of corporation finance,” 
among which there is an unusually good treatment of par values and short- 
time finance instruments. There follows an excellent section on ‘Financial 
organization of modern industry” and among its five chapters, that on “The 
elements of financial structure” has exceptional merit. Promotion is then 
treated in seven chapters and of these “The general principles of borrow- 
ing,” ‘Privileged subscriptions” and ‘Employee stock ownership” have 
unusual quality. “Financing of ordinary operations of the business” is de- 
veloped in eleven chapters, among which that entitled “On accounting” is 
of special value. In addition, there is a chapter on budgets, a subject rarely 
treated in texts on corporation finance, and two chapters of “Analysis of 
financial statements” which add materially to the value of the volume. Work- 
ing capital and depreciation are also well considered and the,treatment 
of “Surplus and dividend policy” surpasses that of any other text. “Extinc- 
tion of long-term indebtedness,” “Lease and direct ownership expansion” 
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nd ‘‘Poly-corporate expansion” add to the list of chapters which make this 
ion unusually strong. The treatment of “Illegal combinations” is also 
iginal work of high quality, wherein the author appears to favor the 
evelopment of administrative powers by the Supreme Court. 

“Corporate dissolution and financial reconstruction” is developed in five 
chapters, the material for which is drawn: from court decisions minutely 
examined. Indeed, Dr. Burtchett has not merely presented the best material 
from other texts. He has done much more; for the entire volume is char- 
acterized by research which gives it a highly original quality. He has gone 
to primary sources wherever possible and where he has done so his work is 
most effective. In addition, he has developed many phases of the subject that 
are merely mentioned by other texts with results so good that one could 
wish that he had included more of his findings, even at the expense of a 
bulkier volume. There is a wealth of footnote material, reminding one of 
Dewing’s Financial Policy of Corporations. There is also an excellent grasp 
of accounting aspects of corporation finance, a resemblance to Gerstenberg’s 
Financial Organization and Management. His work surpasses them both in 
respect to legal phases of the subject, but lacks the style of the former and 
balance of the latter. Yet he is not unmindful of the general business and 
economic ignorance of lawyers who dominate important corporate situa- 
tions. 

On the whole, one must conclude that the author has that unusual com- 
bination—a knowledge of the law of corporation finance, accounting and 
economics—essential to a successful text and all about equally well de- 
veloped. This becomes the more apparent in the final section, “Social 
aspects of corporate financial policy,” the most distinctive feature of the 
text, for here he has assembled comments and criticisms of corporate finance 
rather than distributing them through the volume as is done by Dewing, 
Here also he rounds out the social aspects of the subject. He finds an in- 
creased number of defenders of social control in “every relapse*into a state 
of economic depression.” At the very heart of the corporation problem is ‘‘— 
the corporate entity and its fiction.” But, unfortunately, the subject is not 
developed. The decreasing control exercised by security holders and the 
concentration of control are set over against the increasing puerility of state 
control in the face of subversive financial practices by corporations. Methods 
of control are examined under “Regulation of corporate fiscal policy” in- 
cluding the Securities act of 1933. Dr. M. M. Stockwell prepared the chap- 
ter on “The taxation of corporations” which is excellent in spite of its 
undue brevity; and- the author then concludes the volume with “Some 
problems gf the future.” Here he refers to the development of corporation 
law to the defeat of social control, the lack of protection for minority inter- 
ests, the capital structure and its manipulation, the remuneration of manage- 
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ment, over-capitalization, the holding company and banker control, the r: 
organization evil, the conflict of legal jurisdictions and means of correctir 
problems involved in all of these. There is also a valuable section on co 
lateral reading organized with reference to chapters in the text. 

The reviewer's only real criticism relates to questions of method of preser’ 
tation and emphasis, the allotment of space to subjects included and those 
not included, but these are minor considerations when weighed against a 
work of such unquestioned value. 

l E. A. KINCAID 
University of Virginia 


Financial Organization and Administration. By W. MACKENZIE STEVENS. | 
(Cincinnati: American Book Co. 1934. Pp. xvi, 670. $4.00.) ; 
According to current standards, this text is really three rolled into one. : 
It is first a brief treatise on what is usually thought of as corporation finance, 7 
secondly on business finance, and lastly on budgetary control and procedure. l 
Small type and the author’s ability to compress his material into terse para- | 

graphs have permitted the book to be held down to a normal size. The inclu- 
sion of summaries, questions and sketchy “problems” at the end of nearly | 
all the chapters reduces the actual text material to about 550 pages. The | 
result in many portions of the book is a striking resemblance to the hand- | 
book or desk manual type of treatment, . 
This is nowhere truer than in the first 185 pages of text, where the whole 
range of subject matter usually included in courses in corporation finance 
is presented. Thus it is somewhat disconcerting to find the holding company ! 
surveyed in two and one-half pages, as simply one of many methods to : 
“apportion control” in corporate enterprise (Chapter 4); and the topic of ! 

“Combination” (graced by a prominent sub-heading) disposed of in four 
brief pages. Of these latter just two are devoted to the advantages and dis- | 
advantages of large-scale mergers, and one paragraph of six lines (p. 189) | 
to the highly significant circular form of merger developed in post-war | 
yeats. The chain form, typified by the Hahn Department Stores or National | 
Dairy Products Corporation, is not mentioned. Under-capitalization, so prev- | 

alent among our large corporations today, receives one page of analysis— 
which would have been. far more challenging to students if it had consisted 
of a twenty-year accounting summary of either the National Biscuit Company | 
or the General Electric Company. There is compensation, however, in the : 
fact that the topic of over-capitalization and “stock watering,” still so grossly | 
overemphasized in current teaching, receives only two pages of attention. | 
The author is quite apparently most interested in the subject of budgetary 
control and sales forecasting, which he includes in Part 3. These and related 
topics occupy almost exactly one-half of the book, and are excellently | 
l | 


Senter dates ete 


105 | Accounting, Business Methods, Investments, Exchanges 321 


a died. The approach is broad. Many useful and simple statistical modes 
g ttack are presented, and numerous sample forms, examples and prob- 
0.8 will be extremely helpful in teaching. Internal budgetary procedure, 
dt suggested forms and reports, occupies some fifty pages; and, although 

iorough knowledge of accounting is presumed, teachers should find this 
ction as valuable as any in the book. 

It is in Part 3 (p. 396) that the most interesting paragraph of the book 

is encountered, at the end of a discussion of financial adjustments during 
the course of a business cycle. The author, professor in the Louisiana State 
University, warns the embryo financial manager that if inflation seems 
assured, all rules must give way to one: 
Convert all assets into residual equity claims on . . . physical property or com- 
modities ... ; and convert all possible liabilities to others than yourself into 
liabilities payable in fixed numbers of dollars. Thereafter, your creditors must 
take payment in depreciated currency. . . . By this means the property of others 
is conveniently and legally transferred to you... . By law, every man is encour- 
aged to grab as much ame as soon as he can at the se agua of his neighbor, his 
employees, his investors and those who supply him with goods. 


Part 2, “Procurement of capital,” dealing briefly (less than 70 pages) 
with working capital requirements, has as its final chapter “Incorporation,” 
which seems to have inexplicably strayed from its obviously correct posi- 
tion in Part 1. Incidentally, in this chapter California’s present law regard- 
ing double liability for shareholders is not correctly stated (p. 304), though 
in other portions of the book developments as late as 1934 are included. 
There are a number of minor slips elsewhere. The principle of the Boyd 
case (p. 173) is misstated; and in one of the few illustrative examples 
used, that of the Dennison Company’s financial structure (p. 153), that 
company’s recent history is neglected when its inclusion would have 
strengthened greatly the point being stressed. 

SHAW LIVERMORE 

University of Buffalo 


Government Rules Industry: A Study of the NRA. By MICHAEL F. GAL- 
LAGHER. (New York: Oxford Univ. Press. 1934. Pp. xiii, 241. $2.00.) 
The foreword contains a statement as to the purpose of the book—to 
present a clear view of the NRA “in its relation to law and the Constitu- 
tion.” The NIRA and the NRA are regarded as symbols of grave conflict 
between “indestructible rights and liberty” on one side and “imperative 
social justice and necessity” on the other. On the question of the constitu- 
tionality of the Act the reader is left in doubt; as to the feasibility of its 
administration the answer is negative—‘the NRA has been overambitious. 
. . . Effective and complete enforcement is not feasible” (p. 146). 


- 
we 
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The first two chapters review the provisions of the Recovery act and : 


describe the administration created to give it effect. In the four chapters 
which follow, a critical analysis is made of the process of code-making, the 
application of the labor and anti-trust provisions, and finally the enforce- 
ment of the codes, 

The general weakness of the codes (p. 35) arises out of the fact that 
they were “founded on compromise and barter.” Failure of their enforce- 
ment is due to the impossibility of applying them to small local industries. 
The labor provisions, mandatory in all codes, have so far failed to provide 
industrial peace. The fault is not with the provisions; for harmony between 
labor and capital depends not so much upon the law as upon “changed 
human hearts and minds” (p. 72). The anti-trust provisions of the Act 
are “crudely drawn and create almost insoluble doubt and ambiguity.” 
These provisions reflect most clearly the disastrous consequences.of “political 
maneuvering and compromise” (p. 75). 

Chapters 7-10 are concerned with the matter of. the constitutionality of 
the Act. As the constitutional powers of Congress during an economic emer- 
gency are not enlarged by reason of the existence of the crisis (p. 123), 
the question of the constitutionality of the Act as a whole must depend upon 
the answets the Supreme Court gives to three questions: 

Does the Recovery act fall within one of the special and enumerated powers 
of Congress ? 

Are there in the Act provisions which in their operation necessarily involve a 
deprivation of life, liberty, or property of the citizen without due process of law? 

Is the Recovery act in its delegation of ea to the President in harmony 
with the essential nature of the structure of the government (p. 128) ? 

It is evident from Section I, Title I, of the Act that it was the intention 
of its framers to base its constitutional validity in the commerce clause; 
but it is also evident that this statute, “in its necessary effect and direct and 
immediate operation, applies to business which heretofore has been con- 
sidered as strictly and exclusively local and intra-state . . . and not sub- 
ject to regulation of Congress” (p. 135). In adjudicating the question of 
the constitutional validity of the statute, the Supreme Court will be faced 
with the necessity of considering two opposing lines of decisions, one the 
older and stricter differentiation between interstate and local business and 
the other a newer and definitely broadening conception of the clause and 
the regulatory power of Congress. There are therefore at least three courses 


of action open to the Supreme Court: that the emergency existing in June, > 


1933, was such as to justify the inclusion of all commercial and industrial 
activities within the scope of the commerce ‘clause; second, that the emer- 
gency did not justify such an inclusion; third, that the Act is vaid in so far 
as it applies to interstate and foreign commerce, but not otherwise. 

With regard to the application of the “due process” clause and the 


2 
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“principle of the separation of powers,” the author likewise canvasses the 
possibilities. The emergency of June, 1933, may or may not have created 
a situation in which it is necessary to “compromise between individual rights 
and public welfare,” and to enlarge the powers of the executive. To the 
Supreme Court is left the duty of decision in these questions. 

The chapter entitled “Conclusions’’ should not be further summarized. It 
contains an appraisal of the results of the administration of the Act which 
is sympathetic in general, and while pointing out the mistakes is tolerant 
even to admitted failures. 

The appendix includes the text of the Act and various statements made 
by the President and its Administrator in connection with its promulgation, 
as well as certain forms issued by the Administrator to corporations and a 
list of the cases referred to in the text. 

| W. W. McLaren 
Williams College 


Public Utility Valuation for Purposes of Rate Control. By JOHN BAUER and 
NATHANIEL GOLD. (New York: Macmillan. 1934. Pp. xxu, 477. 
$3.50.) 

This work is the second to appear in a series of volumes dealing with the 
law of property, a general study of which has been organized by Professor 
James C. Bonbright, editor of the series, and is being conducted under the 
auspices of the Columbia University Council for Research. The present 
volume treats of valuation in the sense of rate-base determination as prac- 
tised by American commissions and courts in regulating public utility rates. 

In Part 1, surveying the historical development of valuation, the authors 
find that the Supreme Court, through its power of review of state and 
federal legislation, has been able to shape “the law of the land,” but has 
failed to define satisfactorily such concepts as “due process of law,” the 
nature of the property to be protected from confiscation, the public interest 
in this property, ‘‘fair value,” and “fair return,” all of which are held to 
be vital to the determination of reasonable rates. So far as principles are 
discernible they are comprehended in the adherence by the Court to the 
flexible rule of Smyth v. Ames, coupled with a more or less clear recogni- 
tion that present value cannot be identified with a value dependent upon 
the earning power of existing rates, and a distinct tendency to accept re- 
production cost as the dominant factor in determining the rate-base. This 
tendency grew more pronounced following the war, and became the ac- 
cepted rule of the lower courts and state commissions after the Indianapolis 
Water case, of 1926, The result has been a suspension of efforts by com- 
missions at rate revisions because of the expense, delay, and uncertain out- 
come of reproduction cost appraisals. 
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The long experience of the authors as representatives of the public in- 
terest in rate cases stands them in good stead in the chapters of the second 
part of the book, wherein procedure and processes are reviewed. The treat- 
ment of reproduction cost is devastating in its display of the difficulties, 
inconsistencies, and elaborate makeshifts of the accepted technique. The 
apparent realism of the process is revealed as pure illusion, obtained by 
use of hypothetical assumptions as to physical conditions, methods, time 
period, and scale of construction, by guesswork as to types and prices of 
materials and labor utilized, and questionable allowances for overheads and 
intangibles, all of which afford opportunities for personal prejudice and 
self-interest to inflate the rate-base. ‘The valuation of land, intangibles, work-. 
ing capital, depreciation, going concern value, and rate of return each re- 
ceive separate chapters well worth the attention of students and practitioners 
of valuation. | | 

The third part of the book is constructive in purpose. The conclusion is 
drawn from Parts 1 and 2 that the departure of the Supreme Court from 
actual or estimated cost of property to investors in the effort to find a 
mythical “fair value” has brought “the admitted and published failure of 
regulation.” The authors have great faith, however, in the future possi- 
bilities of a reformed system of regulation. They believe that the Court 
has left the way open for legislation that will formulate a clear-cut policy 
of control, limited only by the necessity of due process of law and avoidance 
of confiscation. Regulation can and should be utilized for public planning 
of a greatly extended scope. “It may be readily applied to basic natural 
resources (and) to important manufacture which is already essentially 
monopolistic or which, for public advantage, should be monopolized.” 
= For adjustment of rates the well known “Bauer plan” is recommended, 
which, very briefly summarized, calls for the rapid valuation of existing 
properties; establishment of adequate depreciation reserves; revision of 
the companies’ capital accounts to give effect to the valuation; a fixed return 
based upon actual cost of capital; fixed annual dividends on common stock, 
both outstanding and new issues, excess earnings to be credited to a rate 
equalization reserve; and a broadening of commission power and responsi- 
bility to include planning and supervision of the regulated industries. 

This plan, resembling somewhat the service-at-cost plans in use in cer- 
tain municipalities, would have decided advantages over the present system, 
or lack of system, in the opinion of the reviewer. It would make valuation a 
matter of accounting and should greatly simplify rate-making, though rapid 
changes in price level might prove troublesome, and many matters of de- 
tail remain to be worked out. But, however great the merits of the scheme, 
rather formidable obstacles appear to its adoption, among tem the in- 
difference of the public, and the resourceful opposition of the utility com- 
panies. And, if the necessary laws were passed to introduce the program, 
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there would still be the hurdle of constitutionality to be leaped. The au- 
thors believe “that the constitutional question will be answered in the 
light of real public needs and objectives in relation to private rights.” Even 
so, there must still be considerable doubt that the judges who may happen 
to compose the Court will uphold the proposed compulsory modification 
of private rights without direct compensation to their holders. 
C. E. McNEILL 
University of Nebraska 
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The author first establishes the financial importance and to some extent the 
economic significance of the personal trust business of trust companies. In this he 
is supported by reference to statistics on the size and number of estates ES 
bated in selected counties in the United States for the period 1912-1923 (Fed- 
eral Trade Commission) and by reference to statistics on the distribution of 
wealth in the United States. After tracing briefly the historical development 
of the personal trust as of trust companies in the United States in this 
setting, he proceeds to discuss the detailed mechanism used and the procedure 
followed by trust companies in the care of personal trust funds. A most inter- 
esting chapter is devoted to the subject of commingled trust funds. 

The author analyzes the legal controls of the investment of trust funds, con- 
fining his attention to five jurisdictions—namely, New York, Massachusetts, 
Illinois, Ohio and Missouri. 

rom the point of view of the economist, the part of the book which will 
be of greatest interest (consisting of about half the book) is the study made 
of a large number of trusts over the period of years 1919-1932. In a study 
of this sample, he examines the manner and extent of their diversification as 
to types of securities, as to industries, and as to particular types of industries. 
He then examines, with the same statistical material as his background, the 
comparative advantages of trust investments in government obligations, real 
estate, railroads, public utilities and industrials. The notable contfibution of 
this work consists in the fact that the conclusions are illustrated by reference to 

. & sample experience with a large number of trust estates. 
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The final chapter is the best summary the reviewer has seen of the highly 
controversial subject, the liberalizing of trust investing. 
The book is thoroughly documented and indexed. 
JAMES G. SMITH 
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29. 50c.) 

“A management policy successful under certain conditions and for special 
purposes, but not universally applicable or uniformly effective.” 


Capital and Capitalistic Organization 


BURN, B. Codes, cartels, national planning: the road to economic stability. (New 
York: McGraw-Hill. 1934. Pp. x, 413. $4.) | 
In the N.R.A. and the codes Mr. Burn finds the first step of American 
business toward “the new economic orientation” which is the adoption of 
“constructive coöperation” in place of “unrestricted competition.” As yet, 
most of the present codes, he says, fall short of this goal: output and prices 
must be properly adjusted in order to maintain minimum wages; price fixing 
is usually faulty “without simultaneous regulation of output”; and price fix- 
ing is of little value unless it includes related industries, to prevent a supplant- 
ing of ‘products by new and cheaper substitutes. In order to make the codes 
stad Mr. Burn affirms that there must be “the cartelization of American 
usiness.”” 
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According to Mr. Burn “the cartel offers distinct advantages through the 
elimination of many of the causes which make for cyclical disturbances.” The 
approach to the stabilization of the business cycle is through a “regulation of 
prices and output.” Tables are presented (sources not mentioned) to show that 
“cartel prices” are very stable over a period of time (1926-1931), whereas 
“free prices” show considerable price range from prosperity through depres- 
sion. Important data which Mr. Burn should also present are indexes to show 
the per cent of unused ee a nw! in cartelized versus free industries 
during this same period. To prove that cartels stabilize employment he finds 
a close correlation between upward and downward movements in the index 
of total employment and the index of free prices. But, inasmuch as the em- 
ployment index is not based upon a segregation of employment in free and 
cartelized industries, it is wholly without significance. Mr. Burn fails to 
appreciate is that depression, which results in a decline in free prices, imme- 

ately wnstabilizes production and employment in cartelized industries, because 
a declining demand with stable prices necessarily means that smaller amounts 
will be taken. 

VERNON A. MUND 
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Federal Power Commission: electric rate survey. Preliminary report: domestic 
and residential rates in effect January 1, 1935, cities of 50,000 population and 
over. Rate ser. no. 1. (Washington: Federal Power Commission. 1935. Pp. 73.) 

This preliminary report covers comparable bills for key quantities of elec- 
tricity delivered to domestic consumers in the 191 largest cities of the country, 
comprising all of those of 50,000 population and more. Cities are ranked 
according to the amount charged for typical quantities of electrical current in 
blocks of 15, 25, 40, 100 and 250 kw. hrs. a month from the we having 
the lowest bill to the one paying the highest amount. It is proposed in later 
installments of the preliminary report to present tables which will be set up 
on a state-wide basis. Typical bills will be shown for commercial light and 
small power consumers, rural consumers and large power or industrial con- 
sumers. This investigation was under the direction of William E., Mosher; 
in brief, it is a fact-finding study and not an investigation of reasonableness 
of rates. 
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Union-Management Co-operation in the “‘Stretch-Out.” By RICHMOND C. . 


NYMAN and ELLIOTT DUNLAP SMITH. (New Haven: Yale Univ. 
Press. 1934. Pp. xiii, 210. $3.00.) 
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In 1917, Robert F. Hoxie published Scientific Management and Labor. 
Edward E. Hunt published his Scientific Management since Taylor in 1924. 
Dr. Harlow S. Person edited Scientific Management in American Industry 
for the Taylor Society in 1929; and the final section of that book dealt ex- 
plicitly with ‘‘the response of the workers to scientific management.” 

The present study of union-management coöperation of the Pequot Mills 
is the latest first-hand study of how scientific management in general— 
and the textile “stretch-out” in particular—is and is not applicable under 
conditions of labor’s participation in the process. Not only is this record 
significant in relation to the general cotton textile strike of 1934, it is note- 
worthy as illustrating the basic difficulty of protecting individual worker 
rights while simultaneously applying technological improvements and scien- 
tific management methods of production research, standardization and con- 
trol in a private capitalistic economy. 

The problem as posed here is fraught with tremendous difficulties— 

human more than technical. For in this textile mill we see a sincere effort 
over a period of years on the part of labor-union leaders and company 
executives conjointly to see if better management methods, and the opera- 
tion of more machines per worker could be introduced acceptably to the 
rank and file. 
_ The union itself became responsible for the hiring of a technical en- 
gineer; supplementary efficiency studies were made for the company by 
outside consultants. The ways and means of standardizing supervision and 
of increasing without strain the production per man hour by so-called 
stretch-out methods, were evolved and applied. The results in the first in- 
stance were presumably salutary for the company and not too adverse for 
the workers. But the difficulties that emerged were not only crucial but 
—the oncoming depression apart—were typical of the problems always 
faced when technical improvements are projected. 

What are these problems? They include convincing the rank and file 
that they are not being overworked; convincing department heads that the 
new methods are worth applying; easing the burden of lay-off for workers 
no longer needed; reorganizing production control methods throughout the 
organization to get the full benefits of localized improvements. 

. There were further lessons from this experiment. And chief among them 
is the unequivocal conclusion that to ask the workers’ organization to as- 
sume responsibility for initiating technical advances is to ask too much. 
Such responsibility belongs clearly to management. The rôle of the workers’ 
union should be primarily consultative, advisory, protective. 

Another conclusion is that the time chosen and the speed with which 
technical® changes are introduced make all the difference in the world. 
Spaced over a sufficient time and installed during periods of prosperity, 
the new methods do not affect morale anything like so adversely as when 
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wholesale installation takes place at a moment when the labor market is 


glutted. 

A further lesson is that any type of worker organization would break 
under the cumulatively unfavorable conditions which accompanied the de- 
pression and the consequent demand for lower and lower labor costs. This 
study proves nothing against Jabor unions as such, nor against them as a 
force obstructive of technical advances. But it does point to the real problem 
of any liberal labor union’s being able to carry along its own member- 
ship without educational- work of an intensive character as to the full eco- 
nomic consequences of the demand for reduced costs. | 

The fina! lesson is that any corporation which wants to keep employee 
goodwill in a period of technological change can do so only as the personnel 
aspects of that change are kept to the fore in management thinking as the 
change is projected. The educational and collaborative work of the manage- 
ment with the worker groups must be kept in expert staff hands; yet it 
must also be decentralized and in close touch with the actual operatives 
at the particular job. The management has a responsibility of interpreta- 


- tion to workers. It has a further responsibility for trying to place displaced ` 


workers. Beyond a point it will fail in this last responsibility because every 
manufacturer is more or less under .the same pressure to substitute ma- 
chinery for men. There is a social responsibility for providing for workers 
thus displaced who cannot quickly find other work. This is only one of the 
many imperative reasons for adequate unemployment compensation on a 
public basis. 

In short, in this microcosm of one mill’s troubled career we see the major 
problems of the workers’ relation to modern industry clearly dramatized. 
If the total picture is not too encouraging, that is the more reason why the 
lessons of this experiment should be.taken to heart both by manufacturers, 
labor-unton leaders, technical engineers and legislators. 

This is an important, significant, timely and revealing book. It becomes 
by implication a candid indictment of much that is crucially weak in our 
industrial system. l 

ORDWAY TEAD 

New York City 


Displacement of Men by Machines: Effects of Technological Change in 
Commercial Printing. By ELIZABETH FAULKNER BAKER. (New York: 
Columbia Univ. Press. 1933. Pp. xxii, 284. $3.50.) 

Whether this monograph is to be regarded as a successful piece of in- 
vestigation depends on what one may reasonably expect of monographic 
studies. To the student interested in the broader and deeper Aspects: of 
technological unemployment—the debated question whether it is temporary 
or chronic, the relation of capital accumulation to the rationalization move- 
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ments which cause it, the significance of the much discussed but little under- 
stood “lack of consumer purchasing power” to it, and the extent of the 
reabsorption of displaced workers by employment in (a) making the dis- 
placing machines, (b) new industries, (c) service industries, (d) expand- 
ing production in the same industry—monographic studies of individual 
industries, while of some value, are not of great value. The problem of 
unemployment is fundamentally a problem of the entire institutional set-up 
and evolution of economic processes, and is not to be solved either theoreti- 
cally or practically by attention to single industries even if we had the 
fullest and most reliable statistical and accounting data for meticulously 
detailed research. It is true that if we had the life histories of a large number 
of employees in the industry subsequent to their displacement we should 
possess extremely valuable information as to the fate of the displaced, not 
only in the industry investigated but by inference in others as well. To settle 
factually the moot question whether displacement is in the main only tem- 
porary or in a large number of cases permanent, and in the mass chronic and 
cumulative, we need these life histories above everything else. Yet in an 
industry which in 1927 employed 141,000 wage earners, Professor Baker 
is able to present the case histories of only 27 displaced men. 

If, on the other hand, the student’s interest is the more immediate one 
of finding out what a given industry might do, through foresight and plan- 
ning on the part of both employers and employees, to mitigate the un- 
toward effect of rationalization and mechanization on employment, such 
studies may have a distinct value. 

Just why Professor Baker and the Columbia University Council for Re- 
search in the Social Sciences chose the commercial printing industry for a 
study of technological unemployment is not clear. It is true that when 
the linotype was introduced the unions handled the situation with wisdom 
and intelligence; and it appears that they have not shown comparable wis- 
dom in meeting the menace of the automatic-feed presses. But the industry 
is hardly typical of the probable usual course of unemployment caused by 
technological advance. In most cases mechanization throws out the skilled 
rather than the unskilled. In the printing industry, as Professor Baker finds, 
the reverse is the case, since it is the relatively unskilled press feeders, and 
not the highly skilled pressmen, who find themselves let out. Moreover, 
the industry is atypical in that the technological changes have come gradu- 
ally, not with the dramatic swiftness familiar to some other industries. 
From the point of view of satisfactory scientific investigation, the choice 
was unfortunate because of the fragmentary character of the statistical data 
which could be obtained. Employment data, especially on the central ques- 
tion of nfmber of men employed on hand-fed and automatic-feed presses 
and on the relative movement of employment of pressmen and press feeders 
respectively, prove fairly adequate. But data on profits, and adequate data on 
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prices, are not at hand. Moreover, measure of efficiency, in terms of man- 
hours per unit of output, is difficult and unsatisfactory, because the output < 
can be measured only in square inches, ignoring character or quality of the 
work. It should be noted, however, that few industries are homogeneous 
enough in their product to enable the investigator to avoid this difficulty. 

The craving for quantitative data and the temptation to apply quantita- 
tive methods in places where they cannot rightly be used constitute very 
real dangers in the help which statisticians may -attempt to give to the 
economic analyst., To her credit be it said that Professor Baker is thorough- 
ly and consistently aware of the insufficiency of her quantitative data, and 
that she has not fallen into the common statistical trap of applying elabo- 
rate mathematical analysis to data incapable of supporting such a burden. 

If this monograph does not in all respects bear out the jacket blurb of 
the Columbia University Press, that may be set down to the fact that no 
amount of monographic investigation, quantitative or otherwise, is likely 
to lead to a solution of the theoretical questions (which in the end will prove 
to be highly practical questions) involved in the problem of technological 
unemployment. It will be found, the reviewer believes, that these questions 
are capable of answer, in scope wide enough to deal with the problem. in 
extenso, only by abstract analysis which is pushed far enough to get through 
and beyond the fallacies concealed in the foreshortened logic of some of the 
current authorities on the subject. 

Finally, while one need not be unduly impressed by the author's substi- 
tution of “technocultural’” for “technological” unemployment, it shows 
the author’s understanding of the fact that the method of dealing with 
such unemployment in a given industry must be negotiational, and this 
demands understanding, foresight, forbearance and codperation on the 
part of organized employers and organized workers. 

A. B. WOLFE 

Ohio State University 


The Scandinavian Unemployment Relief Program. By C. J. RATZLAFF. 
(Philadelphia: Univ. of Pennsylvania Press. 1934. Pp. xix, 211. 
$2.00.) 

According to the content of this work the title should have been The 
Swedish Unemployment Reltef Program, with Some References to Denmark 
and Norway. In common with many Swedes the author seems to think that 
“Scandinavia” is synonymous with Sweden. He does not mention Finland. . 
This habituation led him to use Swedish and international sources for most 
of the small amount of information about Norway and. Denmark; and in 
a long list of “Scandinavian” sources (pp. 190-201) not a sifigle non- 
Swedish work is mentioned. It is also very curious to read about a ‘‘federal 
government” (pp. 18 and 27) in those countries. ) 
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Nonetheless, the work is timely and furnishes the American public with 
important and pertinent information closely applicable to our “New Deal” 
era, What our “brain trust” is trying to do, with respect to public relief de- 
vices, has already been tried out, with quite definite results in Scandinavia 
-—namely, unemployment insurance, cash payments, and public works, as 
integral parts of a government relief program. But the public welfare pro- 
gram in each of those countries is much broader than that—which the author 
does not indicate. This public “relief program’’ has been accepted as perma- 
nent and continuous; and even the employers in Scandinavia (with a “highly 
sensitive social democracy’) have accepted “collective agreements” (in 
Jabor-capital relationships) as natural and necessary. The Scandinavians do 
not regard such institutions as socialistic, says Ratzlaff—only as necessary 
adjustments in a changing socio-economic order. They are realistic and faint- 
Jy doctrinaire. The author finds that the “relief” administrative expenses 
in Scandinavia are “phenomenally low,” that there is no evidence of “the 
creation of a body of ‘professional relief workers, ” and that “the Scan- 
dinavian countries have undoubtedly gone further than can be done else- 
where in separating the unemployed from the unemployable and in re- 
stricting the unemployment relief program to the former.” The adminis- 
trative agencies are: the Ministry of Social Affairs, the National Unemploy- 
ment Commission, and the Public Labor Exchanges. With a number of sta- 
tistical tables and graphs the author shows that the socio-economic cyclical 
and seasonal variations in “Scandinavia” are very similar to the same 
phenomena in the larger countries. The last mentioned fact is very im- 
portant. 

There are several social and economic and psychological phenomena in 
those countries which Ratzlaff does not understand—as why the people in 
the Scandinavian countries do not look upon such public activities as social- 
istic, why there is more “radicalism” in Norway than in Sweden, etc. Ap- 
parently he does not recognize that the fiery syndicalistic labor leaders in 
Norway are scions of the dispossessed “old families,” and that a number of 
the labor leaders in Norway have resided for several years in the United 
States, where they were baptized into I. W. W.-ism. Modern capitalism in 
Norway is much younger than in Sweden and Denmark. The workers 
living in Norway can see the actual products of their labor more definitely 
than can the workers in the other two countries. But the workers always 
insist on law and order and good behavior. 

LYDER L. UNsTAD 

Ohio State University 
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CATLIN, W. B. The labor problem in the United States and Great. Britain. Rev. 
ed. (New York: Harper. 1935. Pp. xii, 765. $3.50.) 
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The first edition of this book was reviewed in June, 1927 (pp. 330-331). 

“In this second edition many of the chapters, especially those in Parts 1 and 

2 {treating of origins and grievances}, have been melted down and recast with 

much additional material” (preface). It is also stated that more attention has 

been given to the employer’s side of the labor. problem. 

Cross, A. B. A history of the labor movement in California. Pubs. in econ., vol. 
14. (Berkeley: Univ. of California Press. 1935. Pp. xii, 354. $4.) 

Gace, A. N. Pennsylvania labor and industry in the depression: a review of the 
four-year period, 1931-1934, and its effect upon worker and employer, as en- 
countered in the Department of Labor and Industry's administration of the 
state labor laws. Special bull, no. 39. (Harrisburg: State House. 1934. Pp. 192. 
3 5c. 

cece J. E., compiler. Collective bargaining. (New York: Wilson. Pp. 261. 
90c.) 

MANGOLD, F. Die Arbeitslosigkeit in der Schweiz. Die Arbeitslosigkeit der 
Gegenwart, Teil 4. (Munich: Duncker und Humblot. 1934. Pp. 58. RM. 2.) 

MARSHALL, L. C., editor. Hours and wages provisions in NRA codes: a com- 
pilation. (Washington: Brookings Inst. 1935. Pp. vii, 115. 50c.) 

Mou ton, H. G. and Leven, M. The thirty-hour week, (Washington: Brook- 
ings Inst. 1935. Pp. 20.) 

PATTERSON, S. H. Social aspects of industry: a survey of labor problems and 
causes of industrial unrest. 2nd ed. (New York: McGraw-Hull. 1935. Pp. 
xvili, 578. $5.) . | 

Prugtre, L., editor. Women workers through the depression. (New York: 

Macmillan. 1934. Pp. xvii, 165. $2.) 

That insecurity has to be recognized as an attribute of every type of gainful 
employment receives fresh confirmation from the history of the employment 
of trained women through the depression. For this additional evidence we are 
indebted to the American Woman's Association produces the present mono- 
graph, supplemental to which study made in 1931 and called, The Trained 
Woman and the Economic. Crisis. The 1933 work was planned by Dr. Iva 
Lowther Peters and edited by Dr. Lorine Pruette. 

Of the 1,350 AWA members, who were subjects of the study and who 
returned usable questionnaires, 1,202 were salaried members. And of these 
1,202 salaried members, 29 per cent had been unemployed during some part 
of the period from 1929 to 1933. The average duration of unemployment 
was 16 months. The AWA membership does not constitute a typical cross- 
section of employed women, but is instead drawn from the higher types of 
occupations for women in New York City. Of the group studied, 50 per cent 
were professional workers, 35 per cent were clerical workers, and the remainder 
commercial workers, occupations formerly considered highly stable, as com- 
pared with domestic, manufacturing or agricultural unemployments, which 
are the occupations for the great bulk of American women. 

There was found in the group studied a high degree of mobility and 
adaptability. “Not only is it true that women can do anything without losing 
prestige, it also appears that they will do anything” (p. 35). Case records 
are given as evidence on this point. Whether women are more flexible and 
elastic than men in this respect will have to be a matter of opinio until we 
have similar studies of men in comparable occupations. Moreover, adaptability 
may prove to be scarcely a virtue in so far as it results merely in the substitu- 
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tion of lower paid and ranked jobs for the hardly won occupational status which 
the trained woman has obtained for herself. A stern resistance can be offered 
only by those women who have developed adequate organization, as the edi- 
tors comments indicate. 

The chapters on the clerical worker and on married women workers are espe- 
cially to be commended for their realism. Throughout the monograph the 
editors lean upon facts, scientifically gathered, orderly presented and not 
overworked. 

The whole book gives evidence of the appalling social waste of unem- 


ployment. 
ELINOR PANCOAST 


WoL, M. Labor, industry and government. (New York: Appleton-Century. 
1935. Pp. vi, 341. $2.) 

This work is useful not for its theoretical analysis of the problems of labor, 
but as a compendium of the views of the extreme right wing of organized 
labor in America on important current issues. Through the detailed discussion 
one looks in vain for a consistent social philosophy. The old philosophy of 
the American Federation of Labor—give us freedom to function and leave the 
rest to us—is still extolled but is abandoned where this appears desirable. Yet, 
any general reliance upon government action and control is vigorously rejected. 
As a result, the guiding principle appears to be a frank and vigilant oppor- 
tunism. 

Woll’s threat of a challenge by labor to the New Deal takes on added sig- 
nificance in the light of the increasing tension between the administration and 
the American Federation of Labor. Although long famous as the leading “red 
baiter’’ of the Federation, Woll is here as much concerned about the danger of 
fascism as of communism. He warns the unions against losing their freedom 
and succumbing to government control. In this respect, as in almost all others, 
he is unable to perceive any difference between fascism and communism. 

To forestall both fascism and communism, he calls upon industry to admit 
labor unions to an equal share in the guidance and planning of our economic 
system. Unfortunately for this suggestion, there is nothing to indicate that 
labor, as at present organized, will be more successful in controlling business 
without the assistance of government than government has been in controlling 
business without seeking the assistance of lion Nor is any attempt made in the 
book to prove that such a capital-labor partnership might actually be able to 
achieve national economic planning or that any system of planning based on the 
retention of private profits is feasible. 

JOSEPH J. SENTURIA 


ZARETZ, C. E. The Amalgamated Clothing Workers of America: a study in 
progressive trade unionism. (New York: Ancon Pub. Co. 1934. Pp. 306. $2.) 


The main theme of this book is conflict—conflict between rival unions, 
conflict between factions within the same union, and conflict with employers. 
And the style fits the theme. It is far from cold, colorless and dispassionate; 
the “sublime faith” and “indomitable courage” of ‘‘Hillman’s Army” stand 
out in«ontrast not only with the “tyranny” and “exploitation” attempted by 
employers but also with the “corruption” and “scabbing” charged to the 
national officers of the United Garment Workers of America. More space is 
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iven to the rise of the Amalgamated from what went before and to its success- 

ul struggle to establish itself in the several markets than to a description and 
analysis of its policies in the last ten years. Only a few pages are devoted to 
union codperation with ga baa in introducing improved methods to meet 
a declining demand and only a dozen pages to the workings of the system of 
unemployment benefits established by joint agreement. The treatment of the 
technological and commercial conditions in the industry and their bearing 
upon the problems confronting the building up of a system of collective bar- 
gaining is helpful. But the book is above all concerned with people—their 
motives, their ideals, their struggles, and their fighting methods. The writer 
makes a good showing for his thesis that from a background of “revolu- 
tionary idealism” there has emerged an organization animated by “practical 
idealism” which has made notable advances in an industry whose history before 
the coming of the Amalgamated made such advances seem almost impossible. 

Davip A. MCCABE 


Employment of women on underground work in mines of all kinds. 19th sess., 
rep. 2. (Geneva: Internat. Labour Office. 1935. Pp. 47.) 

Hours of work in postal services. Stud. and rep., ser. D, no. 21. (Geneva: Inter- 
nat, Labour Office. Boston: World Peace Found. 1935. Pp. 95. 75c.) 

International Labour Conference, eighteenth session, Geneva, 1934: record of 
proceedings. (Geneva Internat. iout Office. 1934. Pp. xxx, 707.) 

International Ladies’ Garment Workers’ Union: report and proceedings of the 
twenty-second convention, Chicago, Ilinois, May 28—June 9, 1934. (Chicago: 
Internat. Ladies’ Garment Workers’ Union. 1934. Pp. 432.) 

International Ladies Garment Workers’ Union: structure and functioning. (New 
York: Internat. Ladies’ Garment Workers’ Union. 1934. Pp. 36.) 

International Ladies’ Garment Workers’ Union: how to conduct a union meet- 
ing; introducing your union; structure and functioning; you and your union. 
(New York: Internat. Ladies’ Garment Workers’ Union. 1934. Pp. 19; 22; 
36; 35.) 

National Labor Relations Board: decisions July 9, 1934-December, 1934. (Wash- 
ington: Supt. Docs, 1935. Pp. 223. 20c.) | 


Public works policy. Stud. and rep., ser. C, no. 19. (Geneva: Internat. Labour ` 


Office. Boston: World Peace Found. 1935. Pp. 166. $1.) 
Treats of recent trends, financial problems involved and conditions of 
employment. 
Salary and wage policy, 1933-1934. (New York: National Industrial Conf. Board. 
1935. Pp. vii, 23. $1.) 
Increase in wage scales since January, 1933, has been greater than the in- 
crease in salary rates. 
Studies on industrial relations, III. Stud. and rep., ser. A, no. 38. (Geneva: In- 
ternat. Labour Office. Boston: World Peace Found. 1935. Pp. viii, 183. $1.) 
Studies based on investigations of particular undertakings, selected as illus- 
trations: the Canadian National Railways; the Pequot Mills, Salem, Massa- 
chusetts, U.S.A.; a Paris department store; the Norwegian Nitrogen Com- 
pany; industrial relations in the Grand Duchy of Luxemburg. 
Trade union law in Canada, (Ottawa: H. M. Stationery Office. 1935, Pp. 114. 
50c.) 
Wages and hours of labour in Canada, 1929, 1933 and 1934. Suppl. to the Labour 
azette, Jan., 1935. (Ottawa: H. M. Stationery Office. 1935. Pp. 103.) 
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Money, Prices, Credit, and Banking 


The Supply and Control of Money in the United States. By LAUCHLIN 
CURRIE. Harvard econ. stud. 47. (Campricge: Harvard Univ. Press. 
1934. Pp. xvi, 199. $2.50.) 

Dr. Currie has written this book because he believes, and correctly so, 
that “there is at present no adequate treatment of the supply side of money.” 
He contends that the logic of practically all monetary theories of the busi- 
ness cycle called for an energetic expansion of money in 1930-33; that 
central bank administrators with sufficient free gold to allow some freedom 
of action were sceptical of the effectiveness of central bank control; and 
that it is the task of his essay to seek means to remove this scepticism. 

The author holds that the only link between gold and prices is money— 
the means of payment based upon gold—and he thinks it curious that so 
much attention should be directed to the supply of gold. His concept of 
money (chap. 2) is synonymous with what he considers means of pay- 
ment’’—cash in the hands of the public and demand deposits including 
government deposits. He excludes from this concept the reserves of mem- 
ber banks, all other interbank deposits, time deposits, overdraft facilities, 
bills of exchange, bankers’ acceptances, Treasury bills, installment credit, 
and book credit, unless it has the same consequences as an equivalent ex- 
tension of demand deposits. Hoarded money apparently is included. 

After an examination of the supply of money in the United States for 
the years 1921-1923, a chapter which the statistician should not overlook, 
Dr. Currie proceeds to a consideration of what he calls the monetary theory 
versus the commercial loan theory of banking. The former refers to the 
controlling of the supply of money which, he says, is the chief task of 
central banks. The commercial loan theory refers to the common notion that 
the primary function of banks is that of meeting the short-term borrowing 
needs of “legitimate” business, a theory he says, which has no valid theoreti- 
cal justification, but which provides the key to the interpretation of the 
Federal Reserve act and federal reserve policy. Thereafter the author plunges 
into his analysis, which is a closely reasoned thesis covering the first two 
parts of his book. Part 3 is concerned with his suggestions for reform. 

The high spots of Dr. Currie’s thesis, aside from those just mentioned, 
are that there is no theoretical justification for the attempt to tie notes to 
commercial loans, as was done in the Federal Reserve act, and that the 
Glass-Steagall act which remedied this situation must not be permitted to 
‘lapse; that there is even less justification for the restriction of deposit 
issue by a central bank to the discount of loans for commercial borrowers; 
that thg drastic contraction of money from 1929 to 1932 can in large part 
be attributed to the failure of the reserve administration to appreciate the 
significance of changes in the supply of money; and that as long as the 
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reserve administration “conceives its task as that of the qualitative control 
of bank assets, the best work of the monetary theorists cannot fructify in 
actual banking policy, and it is futile to seek to enhance the effectiveness 
of central bank control over money” (p. 45). 

The author thinks that the divergence of views on the functions of 
banks is due mainly to the ambiguity attaching to the word “credit”; that 
bankers, especially our reserve authorities, have been sadly misled by taking 
credit to mean loans and investments; that the reserve administration ‘“‘is 
not in the slightest degree interested in credit in the sense of means of 
payment” (p. 60); and that the probable reason why “the banking au- 
thorities have always been reluctant to concede that there is any connection 
between ‘credit’ and prices is because it is difficult to see any relation be- 
tween loans and the value of money” (p. 60). He holds that the ability 
of the central bank to control the volume of deposits subject to check is 
dependent upon its ability to control member bank reserves; that the vari- 
ous factors making for diversity in reserve requirements enhance the diff- 
culty of controlling the means of payment; and that the function of re- 
serves is to control the volume of money in the form of deposits subject 
to check. He believes that a rediscount rate higher than the rate at which 
a substantial part of bank loans is made would be sufficient to check bor- 
rowing, but he suggests that more consideration should be given by the 
reserve authorities to the extent of member-bank indebtedness as a factor 
affecting the movements of net demand deposits, and he concludes that 
open-market operations by the reserve banks are more effective in affecting 
the volume of member bank indebtedness than are changes in the re- 
discount rate. He says that if the country is on the gold standard the ulti- 
mate determinant of the supply of money is the extent of the gold hold- 
ings of the reserve banks in conjunction with the central bank reserve ratio. 
He defines a pure or automatic gold standard as one in which the ratio 
between gold and money remains absolutely constant and an impure or 
managed gold standard as one in which the.gold-money ratio varies, thus 
reaching the conclusion that it is doubtful if any country has ever been on 
a pure gold standard. The function of gold reserves of central banks, 
he says, is to exert a controlling and limiting effect on the volume of central 
bank liabilities and to act as a cushion to ease the effect of rapid changes 
in a country’s international balance of payments. He thinks the reserve re- 
quirements against the different forms of cash on the one hand and against 


deposits on the other should be uniform since, otherwise, there will be: 


changes in the composition of money which cause changes in the volume. 

From the viewpoint of control of the money supply, Dr. Currie con- 
tends that investments are the ideal type of assets for banks; that the main 
explanation of the variations in the money supply cannot be found in the 
variations in the demand for loans; and that the explanation of our excess 
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reserves for the years 1930-1933 must be sought elsewhere than in the al- 
leged lack of loans suitable as bank assets (pp. 122, 123, 125). He holds 
that the supply of money under the federal reserve system displays a per- 
verse elasticity, and that the reserve administration’s control of money is 
at present such that it can normally stop an upswing of business from de- 
veloping into a boom if it acts early and energetically. He is sceptical, 
however, of the ability of the reserve administration, “even if it adopts 
correct policies, to assure stable business conditions through its control of 
money” (p. 142). 

The author reaches these and many other conclusions of a similar type 
through an analysis characterized by a marked assurance as to the validity 
of his conclusions and by the apparent ease with which he threads his way 
through the most theoretical aspects of currency and banking control. A 
large proportion of the analysis and many of the conclusions stand as dis- 
tinct challenges to several of the theories, analyses, and conclusions com- 
monly associated with central banking in this country. If the author’s analy- 
sis should prove to be sound and the factual and statistical evidence back 
of it adequate, then he has made a contribution of some consequence in 
the field of money and banking. 

The most startling aspect of the book, in the reviewer's opinion, is 
found in the major conclusions which the author reaches and sets forth in 
his Part 3, “Suggestions for reform.” He contends that in order to have 
ideal conditions of control over the money supply there must be “direct 
government issue of all money, both notes and deposits subject to check” 
(p. 151). Government agencies, he says, might be set up throughout the 
country whose sole duty would be to handle all the community’s checking 
accounts. The author proposes to divorce the supply of money from the 
loaning of money-——functions which he thinks are logically quite distinct. 
Loans to borrowers would be based upon the savings deposits left in existing 
banks. 

The author's program for an ideal system seems vague, very incompletely 
portrayed, and highly impractical and dangerous. Those parts of the plan 
which are stated with reasonable clarity--much of the treatment is far from 
jucid—appear to simmer down to a government issue of notes in lieu of 
interest-bearing bonds (see p. 154) by a small government-appointed and 
government-controlled board. The author says, “I feel that no government 
can delegate to an independent body such a supremely important factor for 
good or ill as the control of the monetary system.” Though this chapter 
(15) provides the principal key to the author’s theory and automatically 
puts one on guard in following the analysis which culminates somewhat 
unexpectedly in such a “solution,” the author suggests that such an ideal 
objective can hardly be regarded as practical at the present time, and 
thereafter proceeds to suggest improvements in the existing organization 
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of the money and banking system. And even here he would bend the pres- 
ent system toward his ideal by reducing the Federal Reserve Board to a 
membership of not over three or four, making it responsible to the Presi- 
dent, and charging it with the quantitative control of the money supply— 
qualitative control having no place in the author’s scheme of things. He 
does not regard highly the capacity or policies of the Federal Reserve 
Board, the Federal Advisory Council, or the Bank of England, and he 
disagrees (in Chap. 17) with the analysis and recommendations of the 
Committee on Bank Reserves (1931) generally subscribed to in 1933 by ` 
the Federal Reserve Board. He holds that the money creating function 
of a central bank is the vital thing; that there is no good reason why the 
legal reserve requirements of central banks should not be removed quickly; 
that there ts no good reason, apart from the political repercussions, why the 
reserve administration should not be empowered to operate in the call 
money market; that it might be desirable for the reserve banks to issue 
their own debentures; and that one way to increase control over member 
bank reserves would be to deprive them of the rediscounting privilege. 
Various other suggestions of a similar type are found. The book closes with 
an appendix devoted to “The interpretation of the federal reserve state- 
ment and related items.” 

While the reviewer believes that much of the analysis of this book, espe- 
cially that in Parts 1 and 2, is well worth reading by the advanced students 
of central banking, he also thinks the author has passed over too lightly, 
and to some extent forgotten, several very important fundamentals. For 
example, the author does not reveal clearly the criterion for the proper - 
control of the money supply. He writes freely of an elastic currency without 
examining carefully its nature. He would substitute his proposed monetary 
scheme in his ideal program without revealing clearly the requisites of a 
sound and workable monetary system. He seems to take for granted that 
our money and banking structure is largely at fault in the difficulties of 
1929-1933 without considering whether the chief trouble might not have 
been the World War and the attendant maladjustments. The reviewer also 
believes that the author discounts too much and too cavalierly the accumu- 
lated experiences of central bankers and central banking. | 

W. E. SPAHR 

New York University 


The Banking Situation: American Post-War Problems and Developments. 
By H. PARKER WILLIS and JOHN M. CHAPMAN. (New York: Colum- 
bia Univ. Press. 1934. Pp. viii, 924. $5.00.) 

This bulky volume presents a blend of the outspoken opinions of Pro- 
fessor Willis and the detailed investigations of his graduate students and 
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followers. The viewpoint of these reformers is revealed by Professor Willis’s 
provocative introduction, “A crisis in American banking,” and in his scat- 
tered chapters throughout the book. The data, collected by the Senate Com- 
mittee on Banking from 1930 through 1932, are here analyzed, in addition 
to material from more familiar sources. 

The result of this collaboration is a peculiar combination of reference 
work and manifesto. Changes in most of the detailed aspects of banking 
are traced with the caution and comprehensiveness of a book of general 
reference. The banking scene as a whole ts, by contrast, treated with the 
boldness of a narrow orthodoxy. The argument of the book is not really 
developed by its excellent statistics. Rather, it is reiterated as the sole 
standard for judging them. There is need for both kinds of books, but the 
student who consults this work for source material should realize the 
limitations of its theoretical base. 

The fourteen contributors to the survey are uniformly pessimistic about 
the position of American banking. They are concerned, not merely with 
the recent collapse, but with the whole drift of events in the twentieth cen- 
tury. This drift has been steadily away from the practice of English com- 
mercial banking, based as that was upon the short-term, “‘self-liquidating” 
loan for “productive” purposes only. Senator Glass, at least, intended that 
the Federal Reserve act should stop the use of bank credit for investment 
and speculation, but the interests behind such uses were already strong 
enough to force a compromise. War-time inflation of credit forced a fur- 
ther breach, by loading the banks with government paper. In the post-war 
period, the false god of “shiftability” raised its ugly head. In its name, 
the McFadden act, federal reserve policies and bankers’ practices all con- 
tributed to increase bank investments and the use of collateral loans. This 
deviation from orthodox lending principles is offered as the sole reason for 
frozen bank portfolios and indeed, it appears, for the depression itself. 
When Senator Glass again attempted to reénact a purely commercial bank- 
ing system, he met the opposition of two presidents and the federal reserve 
authorities. The Banking act of 1933 thus turned out to be another patch- 
work compromise, due to the opinion against further liquidation, Mean- 
while, even central bank portfolios were frozen as a result of banking relief 
and the government spending policy. But for these policies, we could have 
remained on the gold standard; and we might have done so anyway if the 
New York banks had shown sufficient courage. Even after the “holiday,” 
the liquidation process was too gentle. Apparently we have to look forward 
to the closing of more banks or else another crash in a few years. Such 
are the alleged penalties of deserting the standard of the “‘self-liquidating” 
loan. ° , 

This whole interpretation is based upon an analysis of the quality of 
bank credit rather than upon analysis of the guantity of purchasing power. 
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The authors ignore or repudiate all forms of “currency school” doctrines. 
Such a qualitative approach is.useful in so far as credit quality can be con- 
trolled. It proves an effective tool for exposing the lending policies of 
individual bankers (Chs. 22 to 26) and the disgraceful breakdown of our 
system of bank examinations (Ch. 21). American bankers are responsible 
for their fate in so far as they abdicated from their primary task of judging 
the quality of specific uses of funds. This they frequently did by investing 
in low-grade securities and by accepting collateral as a substitute for credit 
data. While the bank examiner can never judge the quality of credit as 
well as the banker, it is clear that the authorities allowed striking credit 
abuses to continue. 

Qualitative analysis is a weak tool, however, when it is applied to the 
task of criticizing a comprehensive system of credit regulation. Its use 
implies that some overhead authority can check adequately upon the bank- 
er’s judgment in each individual case. This cannot be done unless the lend- 
ing function itself is taken over. Followers of Willis and Glass assume that 
it can be done by limiting banks to short-term “commercial” loans. The 
theory is that such Joans must be self-liquidating and that the volume of 
credit will then take care of itself. There are all sorts of difficulties with 
this theory, few of which are faced in the survey before us. One difficulty 
which does receive attention is that credit requirements have been altered 
by changes in the technique and organization of business itself (cf. Ch. 27). 
The predominant need of credit for working capital purposes is probably a 
thing of the past. Yet our authors apply a standard of criticism which 
ignores this trend. Another difficulty is that the form of credit instrument 
is no guarantee of the use of the funds. This point has been clearly put by 
Professor Steiner (Money and Banking, Ch. 9) and by others. The only 
answer given is that most collateral loans have lately been used to carry 
securities (p. 707). This does not dispose of the difficulty that unsecured 
loans may be negotiated for “non-commercial” purposes. Again, is a loan 
necessarily self-liquidating even if the funds have been spent on goods 
which can soon be sold? That will depend upon the borrower's success in 
marketing his goods—or in realizing on other capital. Thus the liquidity 
of bank credit cannot be separated from the health of the whole price- 
production structure. Yet this survey never touches post-war prices, pro- 
duction, costs, inventories or business profits. Strangely enough, there is 
no analysis of the fate of those loans which the authors consider ideal. 
We know what happened, however, to those loans which were used for 
the “productive” purpose of financing agriculture! 

The survey of central banking was added to this study as an after-thought 
(cf. p. 655), and the treatment given this subject reflects the fact Federal 
reserve authorities concentrated on controlling the volume of credit, and our 
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authors are not interested in quantitative control except to assail it. Dis- 
count policy, for example, is treated apart (Ch. 30) from open-market 
operations (Chs. 32; 33). Thus the two methods which must work together 
if they are to work at all, are divided and conquered separately. Obviously, 
there were grave mistakes in federal reserve policy, but it is unnecessary 
to assume that the policy itself was the result of a wicked conspiracy. When 
the opposite tactic, no speculative loans but easy credit for “legitimate” 
business, was tried, the results were not encouraging. Nor was the stimula- 
tion of the acceptance form of credit a marked success. 

Any real control over the use of credit, apart from control of volume, 
must thrust the central authorities into an overt conflict with the special 
interests which will be hurt. Perhaps this dilemma explains Professor 
Willis’s difficulty with the question of selecting the controllers. The power 
of Wall Street bankers over the federal reserve system is presented as a 
leading cause of our disasters. Yet the record of small-town bankers hardly 
encourages us to trust the alternative banking group. Nor can we rely upon 
control by the business borrowers, for such cases have been responsible for 
the worst abuses. In the summary chapter, we are given an easy answer. 
Control should be in the hands of “men of probity and experience” (p. 
913). He who must oppose the interest of his own group will need the 
maximum of such qualities, to be sure; but the method of assuring leaders 
of this stamp eludes us still. 

It is when qualitative standards are applied to the credit problems of 
depression that their greatest weakness is shown. At such times we are in 
the grip of liquidation. High quality advocates then suggest still more 
ruthless liquidation. Very well, if a quick balance of prices can be guar- 
anteed by this process. Since no such demonstration is attempted, we must 
face the disagreeable fact that the liquidation destroys purchasing power. 
The decreased volume of spending destroys the market for bank invest- 
ments, for bank collateral, and even for the goods which must be sold to 
liquidate “productive” loans. Yet quality theorists see in a government 
spending program only a threat to their blessed commercial loan. Mr. Louis 
Shere, it is true, deviates from this doctrine in his section on public finance 
(Part 6), the most temperate in the book. He believes that banks might well 
support government spending during depression, provided that the banks 
. were previously in a good condition. But he attacks government borrowing 
at low interest rates, as advocated by Mr. Keynes, on the ground that the 
higher rates of recovery will drive down bond prices and so undermine the 
banks. 

Some aspects of banking can be treated adequately without reference to 
the method of credit control. These are excellently covered in the present 
survey. Especially notable are Professor Chapman’s chapters on the consoli- 
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dation and branch banking problem (15, 16, 17), and the original and 
suggestive research into the problem of bankless areas by Mr. Frederick W. 


Jones (Ch. 14). N. A. TOLLES 
Mount Holyoke College 


Money and Banking in the United States. By Louis A. RUFENER. (Boston: 
Houghton Mifflin. 1934. Pp. xv, 788. $3.50.) 


In the field of general economics, textbooks which deal solely with theory 
have met with a good reception, but in the first course in money and bank- 
ing the overwhelming demand seems to be for a “general purpose” text 
which supplements the discussion of principles with a description of in- 
stitutions and a survey of the history of money and banking. 

In the present work, Professor Rufener has yielded to the popular de- 
mand and has combined these three elements in a scholarly and effective 
fashion. 

The volume, however, has certain characteristics of its own. (1) Instead 


of listing the topics which tradition has decreed as proper content for a 


textbook in the field, and elucidating each of them in its turn, the author 
has taken as his objective the questions which “milions of American citi- 
zens” are asking about the monetary policies of the Roosevelt administra- 
tion. (2) Whereas the orthódox textbook has given very sketchy treatment 
to the history of money and banking, thereby necessitating the use of White, 
Hepburn, and other historical works, Professor Rufener has devoted five 
chapters exclusively to historical material and in several others has pre- 
sented the background of the subject under discussion at considerable 
length. (3) While banking history and central banking, including the 
federal reserve system, are given extensive treatment, the banking process 
receives rather meager attention. The author, in his preface, disclaims any 
concern with the internal mechanisms of banks; but surely the structural 
problems of our banking system, its services to the various parts of the 
- economic organization, the problems of public regulation, in fact the whole 
question of the future of American banking, deserve more than a sub- 
ordinate place in a text which purports to deal with money and banking 
on presumably equal terms. 

Of the 768 pages in the text proper 234 pages are devoted to recent 
(post 1914) developments, including the policies of the Roosevelt ad- 
ministration. In bringing to bear upon the latter the underlying theory 
involved, as well as their historical setting, the author has rendered a most 
valuable and timely service. However, when one does devote so generous 
a place to happenings which, at the particular time, are uppermast in the 
public mind, he has to pay the penalty of seeing a large section of his 
work branded as “out of date” before long. 


Fi 


1935] Money, Prices, Credit, and Banking 345 


In his first presentation of some of the controversial issues before the 
public, Professor Rufener does not urge his own views, contenting him- 
self with setting forth both the arguments of the orthodox economists and 
those of the “left wing,” but in his final appraisal, he takes some very 
definite stands, for example: (1) We should maintain our various forms 
of currency at a parity with gold by providing for their direct conversion 
into gold coin or bullion. The present inconvertibility of paper is “the most 
dangerous factor in the present monetary system.” (2) Central banks 
cannot maintain a-stable price level under a system of irredeemable paper 
money. (3) Prices cannot be increased in direct proportion to increases in 
the mint price of gold. (4) Recent monetary policy brings “the country 
face to face with the menace of inflation on a worse scale than the inflation 
of the two periods of inflation discussed in other chapters of this book.” 

All of the non-commercial forms of banking and the other financial in- 
stitutions are dealt with in a single chapter. In this, one sympathizes with 
the author's observation that one must draw the line somewhere if he is 
to avoid writing an encyclopaedia. 

The reviewer, who is a firm believer in the value of comparative study 
of other monetary and banking systems, heartily approves the introduction 
of material regarding the banking organizations of Germany, France and 
Great Britain as they were in 1910. He regrets, however, (1) that the 
promised supplementary material covering later developments almost wholly 
neglects important changes in the field of banking; (2) that no attention 
is given to our neighbor Canada, who is serving an economic organization 
similar to ours with a radically different banking system. 

Mention should be made of the well chosen collection of charts and tables 
scattered through the book. Explanations of them, woven into the discus- 
sion, enhance the substantial contribution which they make to the presenta- 
tion of the subject. 

G. W. DOWRIE 

Stanford University 


A Type Study of American Banking: Non-Metropolitan Banks in Minne- 
sota. Edited by RUSSELL A. STEVENSON. Univ. of Minnesota Employ- 
ment Stabilization Research Inst., Vol. IV, No. 1. (Minneapolis: 
Univ. of Minnesota Press. 1934. Pp. 162. $1.00.) 

This collection of monographs concerning country banks in Minnesota 
presents a fairly typical picture of such institutions in other states. Its con- 
tents range from an analysis of bank failures and a description of reorgani- 
zation procedure to proposals for reform and an investment manual. An at- 
tempt to cover such wide territory in such short compass must necessarily 
result in a certain lack of homogeneity. Nevertheless, if studies similar to 
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this were available for each state in the Union, solutions to rural banking 
problems would be much closer. 

The authors agree with the majority of students in-the field that country 
banks for the most part have been inefficient. Their higher operating ex- 
penses, as shown by the federal reserve study on branch banking, required 
the making of risky investments and unwise loans in an effort to earn 
suficient income. As a result of the losses deriving from this policy, rural 
banks as a class operated at a deficit even in 1928. This study strengthens 
the conviction that unless there is a sharp reversal in the general economic 
trend, the small country bank ts doomed to disappear from the American 
scene, It has long since ceased to be-a commercial bank, if it ever was 
one, the authors point out. Most of its deposits are savings and many of its 
assets are long-term investments. | 

The methods employed include analysis of the usual official statistics 
and ratio analyses of selected “clinic” banks and groups of banks. The 
sample of “clinic” banks selected was, perhaps, too small to warrant gen- 
eral conclusions, but indicates the possibilities of wider application. A few 
minor errors of fact and tabulation do not detract from the basic reason- 
ing. | 

The recommendations of the investment manual would, if followed, 
have prevented many of the heavy losses in bank portfolios. However, had 
a more conservative investment policy been adopted there would have been 
fewer losses but these would have been offset by lower gross earnings. Fur- 
thermore, the average rural bank has no facilities to undertake adequate 
investment analysis. The local loan analysis suggested by the authors is 
of more value, but they should have emphasized that the criteria vary with 
changes in the business cycle. | 

Group banking, which has had an enviable record in Minnesota, is dis- 
cussed in some detail. The authors point out that its success is partially 
attributable to the absorption of only the stronger rural banks; that it in- 
corporates many of the advantages of branch banking and that it retains 
many of the weaknesses of unit banking. In other states group banking 
has demonstrated dangerous features not found among unit banks. 

The section on reorganization is a valuable addition to the scanty litera- 
ture on this subject. It shows that depositors bore the major cost of writing 
down assets. Stockholders seem to have been called upon for less of a con- 
tribution, and it is quite possible that depositors received no greater return, 
than if the banks had been liquidated. A statement that state bank re- 
organization was more thorough than national reorganization is hardly 
justified by the facts presented. Throughout the country such was certainly 
not the case. Again the authors contend that, as a result of the reérganiza- 
tion, the general situation is now more healthy than actually appears to be 
true. 
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The legislative program recommended conforms generally with that 
espoused by most students of banking. However, banking regulation is con- 
sidered more as it directly affects the depositor and borrower than as an 
integral part of the general program of financial planning. No definite 
stand is taken for branch banking, without which the problems of unit 
banking are not apt to be solved. In the face of the present mass of regula- 
tion and its admitted inefficacy, the mass of additional regulation con- 
tinually being proposed, and the fact that the authors’ state is one of the 
most socialistic in the nation, it is to be wondered that the possible short- 
cut of outright government ownership was not mentioned. 

EDWIN ASHLEY LAMKE 

Knoxville, Tennessee 


Experiments in Credit Control: The Federal Reserve System. By CAROLINE 
WHITNEY. (New York: Columbia Univ. Press. 1934. Pp. 230. 
$3.75.) 

Miss Whitney argues that the history of the federal reserve system has 
demonstrated the impossibility of relying upon “conscious control of credit 
by men.” Efforts must therefore be made to get the reserve banks to operate 
along the earlier plan of “self-regulation,” #.¢., “automatic elasticity.” Such 
reversion of policy would require: (a) stricter definitions of eligible paper; 
(b) curtailment of reserve bank purchases of securities (because “it is 
impossible for the federal reserve banks to dictate the use to which the 
proceeds of their security purchases are applied’’); (c) decision to let the 
bill market stand on its own feet; and (d) (in the event difficulty is expe- 
rienced in expelling government bonds from reserve bank portfolios) in- 
creased supervision over the internal loan policies of member banks. 

The arguments that are adduced to support such conclusions are in part 
those which have been advanced in the writings of the Columbia group 
especially, as for example by Willis, Beckhart, and Dunkman. ‘“‘Shiftable”’ 
loans must not be confused with bank advances which, because they carry 
goods a step or so closer to the ultimate consumer, are intrinsically “liquid.” 
Banks collectively are in serious error when they focus attention upon col- 
lateral instead of upon the uses to which borrowers put loan proceeds, 
because when all banks look with suspicion upon any type of paper there is 
no one to whom it can be shifted (except perhaps the reserve banks and 
this outlet also may finally get choked). Security paper, furthermore, im- 
poses too severe a strain upon the banker’s judgment in that he ts required 
to look too far into the future. 

Since these views are old and familiar to every economist, we may next 
ask wha? Miss Whitney does to justify her restatement. Probably the most 
vital part of the work is Chapters 6, 7, and 8, in which the New York money 
market is analyzed in such a way as to indicate the futility of volumetric 
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control by the reserve banks, in so far at least as such control requires 
emphasis upon reserve bank open-market operations. In the chapter on 
‘Brokers’ loans” it is shown how interior member banks employ the pro- 
ceeds of such reserve bank open-market purchases on the street to the extent 
that such funds are not required for gold exports or internal cash demands. 
When interior banks withdraw these funds, however, New York City banks 
rediscount. In this way, brokers’ loans never get liquidated and each subse- 
quent revival begins with a surplus of untested credit. 


In the following two chapters on “Interest rates” Miss Whitney concludes 


that while the reserve banks “may cause changes in short-term rates of 
interest, [they] cannot influence the amount of credit used by business.” 
The reserve banks are handicapped because they can change interest rates 
only from the “supply” side. Since the markets for stocks and bonds, 


however, are controlled by “demand,” the reserve banks are restricted to the . 


short-term money market to find an effective sphere of influence. But even 
in this short-term market reserve banks can cause changes in rates only 
“when there is a shortage of funds.” 

Miss Whitney's study is able and deserving of discriminating criticism. 
Any adverse comment here offered is not intended to disparage the quality 
of her work. Neither does it imply that the reviewer sides with or against 
her main conclusion. I question, however, the fairness of the treatment 
which extols “automatic liquidity” which has had no test, and condemns 
“volume” control which has had an experience acceptable to almost no one 
of its advocates. The facts are, I believe, that automatic elasticity has several 


faults which the author does not see; and, that, on the other hand, money - 


market analysis of years preceding 1933 might now lead to far different 
results if policies had been varied in certain important respects. 

In regard to the limitations of “automatic liquidity” the author never 
once takes account of the charge that an inflationary situation might be 
developed, theoretically at-least, from an excess of loans, each individual 


item of which would meet the tests of the doctrine. As a matter of fact, it: 


was precisely this fear that led certain thinkers to argue the necessity of 
setting up such a general control mechanism as the 1923 analysis of produc- 


tion indices. On the other hand, all admit that the “volumetric” efforts of the, 


second decade were handicapped by as serious fundamental economic dis- 
turbances as the world has ever seen, While the reviewer is Here taking no 
position on the merits of the rival doctrines, he must protest against the all 
too prevalent tendency of writers to set off idealistically concetved theories 
against those which have sustained the buffetings that experience always 
produces. It surely is not unfair to insist that a writer at the present time of 
Miss Whitney’s views should have made an attempt to show How auto- 
matic liquidity would have stood up if consistently administered amid the 
unusual circumstances of the last decade. 


hee 
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It is a pleasure, however, to read this book in a period in which superficial 
quantitative doctrines are gaining such vogue. 
| HAROLD L. REED 
Cornell University 


Comment by the Author 


The questions raised in this review are very fundamental ones and cannot 
adequately be dealt with in a short space. Professor Reed states that “volume 
control has had an experience acceptable to almost no one of its advocates.” 
He also states that the other means of control advocated by me—“auto- 
matic’ control through restrictive regulation imposing liquidity—is un- 
tested. In other words, what we have done is wrong. But we must not 
advocate anything else before knowing how it would have worked, had 
it been previously tried. However, banks which maintained their own 
liquidity did stand up in the crisis. We have the banking system of England 
as an example. Even in the United States individual institutions remained 
open during the days when most banks of certain cities closed their doors 
by mutual consent. 

I do admit that the argument of the book would have been stronger had 
an analysis of the probable course of past events under other systems of 
control been included. 

The real question at issue is the possibility of any sort of control of a 
part of economic activity under a system of concentrated ownership. Under 
such a system, large aggregations (in the case of banking, the Wall Street 
banks) take control. When the federal reserve system was set up with its 
wide powers and its lack of restrictive rules these bankers very naturally 
used the mechanism at hand to divert credit into speculative channels. 
Present tendencies are in the direction of enhancing the government’s share 
in the control of banks. But as that control is limited to the operations of 
the reserve banks, the potential powers of the Wall Street banks over 
member banks are as great as before. Therefore, the need for increasing 

_ tegulation of the commercial banks themselves is indicated. If such a course 
proves to be as harmful as the present system, we are left to the conclusion 
that we are facing an inevitable contradiction in the capitalist order and that 
we shall have credit cycles of growing intensity as long as that order exists. 

CAROLINE WHITNEY 


American Treasure and the Price Revolution in Spain, 1501-1650. By EARL 
J. HAMILTON. Harvard econ. stud., Vol. XLII. (Cambridge: Har- 
vard Univ. Press. 1934. Pp. XXXV, 428. $4.50.) 
This study not only illuminates a fascinating and important subject, but 
it is also a notable example of painstaking and thorough investigation. We 
4 have long known that silver and gold flowed from the New World to the 
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Old in the sixteenth century and after, and that prices in Europe worked 


higher during that period. This scholarly volume tells us exactly when, | 


where, and how much. 

The study divides itself naturally into two broad aspects, the first being 
concerned with the amount of the precious metals brought during the 
period covered into Spain and thence into Europe generally, and the second 
being a measurement of the changes in prices, individually and collectively, 
and also wages. 

In pursuing the first part of the inquiry the author took advantage of 
the fact that the Spanish government granted to Seville a monopoly of 
American trade and navigation so that all the treasure legally entering 
Europe (a goodly portion of the total) passed through the hands and the 
records of the Casa de la Contratación of Seville. As for price and wage 
statistics, we are told that “the search for price and wage statistics, ab- 
solutely all of which have been taken from contemporary documents and 


account books, carried the writer into more than a hundred towns, scattered 


from the highlands of León to the Mediterranean coast and from the plains 
of Estremadura to the foothills of the Pyrenees.” In Part 2 attention is given 
not only to the effect of the metallic treasure upon prices and wages, but 
also to the effect of the heavy additions to circulation of vellon (currency of 
copper or other inferior metals) in the latter portion of the period covered 
which constituted a secondary inflation. 

Of the treasure received by the government at Seville a portion became 
incorporated into the coinage, some of which, plus occasional bullion, ,was 
used to pay public creditors such as the Fuggers; another portion, after 
being duly registered, was delivered to private owners, who in turn usually 
sold to merchants, and much of this in turn eventually became coin. Of 
the total metal imported from 1503 to 1650 roughly one-third was public. 
The peak period of inflow was reached at the end of the sixteenth century 
and a rapid rate of decline set in following about 1630, although the Crown 
treasure imports were well maintained until 1650. The author states that 
at the period of largest importation the receipts would have paid about 
21 days’ work per annum for all persons in Spain employed for wages 
and salaries. In addition to the registered treasure there was of course an 
unknown quantity of smuggled metal. Following 1530 the vast bulk of the 
metal received was silver. This naturally led to a rise in the ratio of silver 
to gold at the mint from 10.11 to 1, following the monetary reforms of 
1497, to 15.45 to 1 at the close of the period. These changes were effected 
in the course of continual difficulties in adjusting the coinage to the rising 
market ratio, since the laws provided for free and unlimited coinage of 
either metal. One result was an outflow of undervalued gold. 

For his data covering prices of commodities and wage rates, the author 
found the best single sources in files of the charity hospitals. These records, 
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consulted on the spot, not only provided trustworthy data for the com- 
modities of every-day importance, but also permitted some regionalization. 
The description of these sources is very detailed and of considerable inter- 
est. In addition to the local hospital records Dr. Hamilton was also able 
to utilize convent accounts in the collection of the Archivo Histórico 
Nacional. From sundry other sources series of data were carefully gleaned. 
For geographic grouping four sections of the country were selected: Andalu- 
sia in the south, the region immediately affected by the new treasure; 
Old Castile in the northwest; New Castile, the important central area; 
and Walencia, a relatively isolated strip on the eastern coast. The aim, 
wherever practicable, was to secure at least four price quotations for each 
quarter-year and in obtaining annual averages much care was evidently 
used in preserving uniformity of types, grades, and quality. An appendix 
to the study includes actual annual price quotations for each article in each 
region throughout the period. Up to 1550 quotations in New Castile and 
Andalusia are especially limited and fragmentary, but it is surprising that 
by the middle of the seventeenth century fairly complete annual quotations 
are shown for as many as 92 articles in Andalusia, 59 in New Castile, 64 
in Old Castile, and 52 in Valencia. 

In developing index numbers from this wealth of material Dr. Hamil- 
ton used an arithmetic average of simple ratios to base periods. These bases 
are the average of the middle decade of each half-century. When the series 
are finally extended for the entire period the base becomes the middle 
decade. The selection of a middle period rather than an initial year or period 
for the base is a rather unsatisfactory device, but was probably done in 
view of incomplete quotations in the earliest years. Yet fairly good data 
were available for all regions as early as 1503. As it was apparently con- 
sidered desirable to study the effect of price changes on the cost of living, 
the arithmetic average was used, although the internal bias may thus exag- 
gerate the price rise in the final half-century. Had interpolation been used, 
a geometric average would have been on the whole preferable. There is also 
an unavoidable haphazard weighting in the fact that foods account for 
something like two-thirds of the data, textile fabrics and metals being 
very deficient in the records. 

The regional price indices are discussed by periods of a half-century, 
an awkward method as the reader cannot easily survey the drift of the 
movements and cannot quickly determine the percentual change from 
initial periods. The price movements in the various areas, however, apart 
from a rapid rise in Andalusia between about 1520 and 1550, exhibit a 
remarkable homogeneity of advance along a practically straight-line trend. 
In severdl chapters devoted to vellon inflation in the final half-century, espe- 
cially in Castile, and also debasement in Valencia, the author shows the 
special influence of inferior currency in supplementing the inflationary 
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effects of the expansion of the better coinage. It was considered desirable 
in preparing the final index numbers to adjust price quotations in the period 
1600 to 1650 for the discounts on vellon in terms of local silver so that 
the final results are shown both in terms of currency and in silver by weight. 
The effect of the depreciation in this latter period must be gathered in 
studying the regional charts, however, from data showing depreciation of 
the local money, and it would have been clearer to exhibit it in the various 
price indices themselves. Important commodities are charted for each of 
the four regions, but no attempt was made to show the relationships of 
commodity movements in connection with each other. Nor does the author 
present graphically to his readers the general average of Spanish prices for 
the entire period in terms of currency and in terms of silver. A chart com- 
paring wages with prices runs in terms of currency quotations, while the 
adjusted price series is tucked away in a remote tabular appendix with no 
explanations, even as to the base period. At no point is there a clear explana- 
tion of just how the final price average was arrived at. Explanation of basic 
method of computation is mixed together with extremely detailed material 
on sources and units, making the procedure exceedingly hard to follow and 
the text frequently very tedious. 

In Chapter 12 there is presented material on wage rates, for which a 
reasonably satisfactory annual index number of general scope was prepared. 
These data are tabulated in the text of this chapter, but no table of the gen- 
eral price index for the country appears until the final appendix, where 
data are shown, adjusted in part for the silver premium, although the chart 
in Chapter 12 shows them unadjusted. The reader is left to pick up from 
footnotes and obscure portions of the voluminous appendices the explana- 
tions. In the graphic comparison of wages and prices it appears that, save 


for the period 1595 to 1625, when wages rose and prices roughly tabled: 


out, the trends of the two series were much the same, the final figures at 
1650 for prices being slightly above those for wages. In view of the 
absence of proper weighting in the price index for the purpose of this 
particular comparison the results are not to be taken as a basis for more 
than very general conclusions. 

In considering why prices rose, Dr. Hamilton finally brings together in 
a chart the movements of silver and gold and the price index in composite 
form, adjusted in part for silver premiums. During the years 1501 to 1595 
the volume of treasure imports increased about 35 times, while prices rose 
roughly 230 per cent. Thereafter the imports of specie declined, while 
the average silver prices of commodities approximately tabled out, with 
several severe minor fluctuations. As this comparison is shown on a some- 
what misleading arithmetic chart the visual agreement between the several 
trends is considerably exaggerated. There is sufficient relationship, however, 
to support the contention, long ignored or denied by contemporary Spanish 
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writers, that the American treasure imports formed the basic cause of the 
price revolution at least in the century 1500 to 1600. Oddly enough it 
was a century before the first Spanish economist, Martin Gonzales de Cel- 
Jorigo, thought in 1600 to connect the monetary facts definitely with the 
changes in the cost of living. As usual contemporary observers ascribed 
the phenomena to every conceivable cause except the dominant one. And 
the mercantilist officialdom, as Dr. Hamilton observes, would have been 
inconsistent in ascribing the rise in living costs and other price dislocations to 
the accumulation of specie, their summum bonum. 
NorMAN J, SILBERLING 
Stanfora Graduate School 
of Business 


The Theory of Money and Credit. By Lupwic Von Mises. Translated from 
the German by H. E. Batson. (New York: Harcourt Brace. 1935. 
Pp. 445. $4.50.) 

This book is an English translation, by H. E. Batson of the een 
School of Economics, of the second German edition published in 1924. A 
scholarly introduction has been written by Lionel Robbins. The translation 
has been done in a precise and interesting manner. As the title infers, this 
work deals with a systematic study of monetary issues. Professor Von 
Mises analyzes the different aspects of the value of money and relates them 
to general value theory. The explanations are penetrating, logical and 
highly critical. Obviously the book is not intended for the beginner in 
money and credit. 

In a preface to the English edition, Von Mises notes that during the 
period since the last German edition was published the external appearance 
of the money and banking problems has changed but that the same funda- 
mental issues are involved (p. 14). The more recent disturbances in the 
money and credit system are not due to any inadequacy of the gold standard 
but to the difficulties which beset the whole economic system. Therefore 
many of the proposals for monetary and banking reform have been mis- 
conceived (p. 20-21). The author does not fear either orthodoxy or novelty 
but thinks that each doctrine should be tested for its truth. 

The book is divided into three parts. The first deals with “The nature of 
money” and provides a carefully designed setting for modern exchange 
society. The functions of money are classified and analyzed (p. 29-37). 
Subjective use-value is emphasized as fundamental throughout the book. 
Neither this concept of value nor objective exchange-value is measurable. 
They may. only be graded. These observations must be considered in dealing 
with thé functions of money (p. 38-49). In succeeding chapters, various 
kinds of money, monetary standards, money and the state, money as an 
economic good, and the enemies of money are discussed and criticized. 
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Plentiful footnotes provide references to relevant works, particularly to 
those of German writers. 

Part 2, “The value of money,” is the most important section. It includes 
the value of money concept, determinants of the purchasing power of 
money, differences in the objective exchange-value of money, measuring 
this objective exchange-value, social consequences of changes in the value 
of money, and different monetary policies. The leading economic problem 
of money is its objective exchange-value (purchasing power.) “The sub- 
jective estimates of individuals are the basis of the economic valuation of 
money just as of that of other goods. In the case of money, subjective use- 
value and subjective exchange-value coincide. Both are derived from ob- 
jective exchange-value, for money has no utility other than that arising from 
the possibility of obtaining other economic goods in exchange for it” (p. 
97). For this reason, an investigation into the subjective value of money 
requires first an investigation of its objective exchange-value. Von Mises 
then applies the law of price (value) to money and states that “the sub- 
jective value of money must be measured by the marginal utility of the 
goods for which the money can be exchanged” (p. 109). He also observes 
that an economic good must have possessed exchange value in some other 
connection before it can function as money. But later it may lose its original 
exchange value and possess value only as a medium of exchange (p. 111). 

Senior, Menger, Jevons, Carver, Fisher, Kinley, Kemmerer, Laughlin, 
Wieser, and others are criticized for missing the fundamental point in ex- 
plaining the value of money. Wicksell seerns to have done better. Goods 
used for non-monetary and monetary purposes have valuations subject to 
the law of marginal utility (p. 121). Therefore the demand for money, 
relative to the stock of it, should be analyzed. Such demand is expressed 
in individuals’ conduct in the market. An increase in the supply of money 
for a community changes the ratio between the supply and the demand for 
it. The marginal utility of a monetary unit diminishes. People will be in 
a stronger position as buyers and will cause the prices of goods to rise 
(p. 139). But in the opinion of Von Mises, changes in the amount of 
money do not necessarily lead to proportionate changes in the price level. 
This is a complicated matter which rests on the different value-scales of 
individuals (p. 141-152). With this highly abstract philosophy, a founda- 
tion is provided for the more practical applications and measurements which 
follow (p. 187-215). In two chapters on monetary policy, emphasizing 
socio-political aims, inflation and deflation as well as étatism are analyzed 
and their weaknesses noted. It is difficult to disagree with Von Mises’ 
observations on these matters. 

Part 3, “Money and banking,” is somewhat more descriptive 4nd prac- 
tical. The activities of banks, the development of credit media, and the 
relation of credit media to money in domestic and foreign trade are analyzed 
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critically. The relation between the amount of money and the interest rate 
is discussed in the light of banking activity (p. 339-366). Von Mises ac- 
cepts Wicksell’s distinction between the Natural Rate of Interest and the 
Money Rate of Interest (p. 355), but he disagrees with the idea that the 
two always tend toward equilibrium through banking operations. Next, the 
principles of bank credit policy are appraised, considering the conditions 
before the war and after as they existed in Germany, England, France, and 
the United States (pp. 368-410). His final conclusion is that a credit policy 
aiming at stability of the objective exchange-value of money (price level) 
is possible only when political forces are not antagonistic to private prop- 
erty in the means of production (p. 410). 
Ray V. LEFFLER 
Dartmouth College 


Beiträge zur Geldtheorte. Edited by Freprich A. HAYEK. (Vienna: 
Springer. 1933. Pp. ix, 511. RM. 28.60.) 

This volume of contributions to monetary theory consists of five essays 
by authors whose works were formerly only available in their native lan- 
guage. Dr. Hayek asked them to present their views in a condensed form 
in order to make them available to a larger audience able to read German 
but not Italian, Dutch or Swedish. 

Professor Marco Fanno’s essay on ‘“The Theory of the Money Market” 
was first published in 1912. The method of analysis disregards any in- 
formation that is available on conditions as they exist and existed in the 
central markets for long-term and short-term funds such as New York, 
London, Paris or Berlin; the factors bearing on the supply of and the de- 
mand for loanable funds are scrutinized through the use of hypothetical 
sets of conditions and mathematical formule. Thus Professor Fanno states: 
“The demand for loanable funds originating from the stock exchange (?)? 
is at any given time equal to the amount of securities listed multiplied with 
their respective quotations. Such demand for loanable funds is in equili- 
brium, when the stock market is in equilibrium. This is the case when 
securities are selling at prices which do not make it advantageous to specu- 
Jators, bankers or investors to make either purchases or sales. To reach this 
status three- conditions appear to be necessary: (1) That the prices of the 
securities are equal to their value as capitalizing their return at the existing 
rate of interest. (2) That the speculators, bankers and investors do not 
expect any changes in these factors and therefore in the prices of the securt- 
ties (?)* (3) That the discount rate is equal to the rate of interest, z.e., that 
the money market is in equilibrium.” This quotation summarizes what is 
probably the gist of this article, written with much scholarly fireworks and 


* Question marks and italics by the reviewer. 
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mathematical decorations. But what achievement is accomplished in the 
statement that the stock market is in a state of equilibrium when speculators 
expect no changes in prices? Such truisms as result hardly justify the long 
discussion that precedes them. 

To my knowledge no comprehensible treatise of the market for loanable 
funds has been written, The contributions by Riefler, Willis, Beckhart, Lav- 
ington and Von Beckerath have brought together much factual information 
and pieces of theoretical analysis, but in the fields of the inter-relationship 
between the money and the capital market and the process of capital forma- 
tion hardly the surface has been scratched. Professor Fanno’s treatise repre- 
sents the most ambitious attempt at purely theoretical analysis and deserves 
as such the esteem in which Professor Hayek holds it; the last word on the 
subject, however, has certainly not yet been said and the field is recom- 
mended to all who combine theoretical schooling with the much needed 
practical experience of the motives and objectives of the entrepreneurs that 
appear as demand and supply factors in the market for loanable funds. This 
market cannot be understood through the use of certain mathematical 
formule which happen to balance at hypothetical moments; it is on the 


hopes and fears of the entrepreneurs, may they be called speculators or 


investors, where the key to analysis lies. 

Dr. Gunmar Myrdal’s essay on ‘The concept of equilibrium as an in- 
strument of monetary theory” presents in addition to the author’s own 
contribution a very readable exposition of Knut Wicksell’s and Eric Lin- 
dahl’s work. Lindahl has in many respects classified and expressed in a 
more precise fashion some of the rather ambiguous statements left by Wick- 
sell. Wicksell had held that the demand for consumers’ goods is equal to 
that part of the national income which is not being saved, while the supply 
of consumers’ goods is, of course, equal to the national income minus or 
plus changes in inventories and investments in producers’ goods, Lindahl 
further refined this equation, stating that the part of the national income, 
which is not being saved, is equal to the amount of sold consumers’ goods 
multiplied by their price level. 

Wicksell failed to give a precise definition of his conception of the terms 
“savings” and “investments.” Whether Myrdal’s attempt of clarifying the 
issue may be considered fully successful, is to be doubted. This equation, 
namely that the loan market is in equilibrium and the rate of interest is 
normal (natural) when gross investments equal savings minus or plus 
changes in the value of the existing real capital, undoubtedly offers a more 
adequate analysis of, say, the situation in this country from 1926-1929 than 
Wicksell’s equation would. But even Myrdal’s analysis hardly succeeds in 
throwing sufficient light on certain aspects of capital formation? ° 


5 "Cf. The Formation of Capital by Harold G. Moulton, Brookings Institution, 1935, 
. 10. 
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Mr. M. W. Holtrop’s essay on the “Velocity of Circulation of Money” 
is known already, by implication at least, to readers conversant only with 
the English language, through his article in the Economic Journal (Eco- 
nomic History Supplement, January, 1929). The influence of inflation and 
deflation on the velocity of circulation is analyzed in the light of historical 
experiences, which allow an interpretation of certain much discussed con- 
troversial issues of today. 

Mr. Johan G. Koopman, “The Problem of Neutral Money” represents 
an elaboration of well known theories of the Neo-Wicksell school (Hayek, 
Haberler, Machlup, Mahr, Morgenstern and Neisser). 

An article by Knut Wicksell on the ‘Foreign Exchange Problem in the 
Scandinavian Countries,” originally published in 1925 and largely repre- 
senting a critical review of Gustav Cassel’s monetary theories, concludes this 
collection of essays. 

ROBERT WEIDENHAMMER 

University of Minnesota 
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BACH, F. Un estudio del costo de la vida. (Mexico: Trimestre Economico. 1935. 
Pp. 40.) 

oo J. E., compiler. Banking Law Journal digest, with the 1935 cumulative 
supplement. (Cambridge: Banking Law journal 465 Main St. 1935. Pp. 750. 
$6.50.) 

CLARK, L. E. Central banking under the federal reserve system, with special con- 
sideration of the Federal Reserve Bank of New York. (New York: Macmillan. 
1935. Pp. xiv, 437. $5.) 

Dr. Clark appears to have had three objectives in writing this volume. In 
part it is a history of the first two decades of the federal reserve system, in 
part a discussion of central banking aims and objectives, and, in large part, 
an account of the history and importance of the New York Reserve Bank. The 
last of these objectives is singularly well attained, but greater clarity and con- 
ciseness might have been achieved, particularly in the early chapters, by omit- 
ting much of the discussion that a oe to other parts of the reserve system. 

On the whole, there seems to run through the whole treatment, the thread 
of a Machiavellian New York Reserve Bank thwarting the fine ideals of the 
original Reserve act. The Act provided for a currency secured by eligible 
paper, but the New York Bank decided to use gold as collateral (pp. 204-5). 
The Act planned to decentralize reserves and reduce the hegemony of New 
York, but the policies of the New York Reserve Bank defeated that aim and 
“the American central banking organization has been to a considerable de- 
gree an investment banking system” (p. 387). 

But the New York Reserve Bank also possesses outstanding virtues. Al- 
though its motives are sometimes impugned, the author demonstrates clearly 
the important part that it played under Governor Strong in developing a uni- 
form cefftral-banking policy for the United States. In this regard the chapters 
on the “foreign entanglements” of the reserve system are particularly well done, 
and the analysis of the present concentration of bank reserves in New York 
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City also indicates the extent to which New York has been called upon to 
assist commercial banks in other federal reserve districts. Few students will 
disagree with Dr. Clark’s conclusion that efficient control of credit has not yet 
been attained in the United States; but, in view of the manifest weakness of 
the Federal Reserve Board during the twenties, the results might have been 


even worse than they were had the New York ‘Bank shown less strength and _ 


determination. 
F. CYRIL JAMES 


COVER, J. H. Retail price behavior. (Chicago: Univ. of Chicago Press. 1935. Pp. 
viii, 92. $1.) 

Of special interest in connection with studies of cost of living. The in- 
vestigation was made under the auspices of the Committee on Government 
Statistics, appointed by the American Statistical Association and the Social 
Science Research Council, and in analyzing the data the author was assisted by 
various governmental agencies. Attention was given to quality of commodities, 
regional and racial variations, and types of stores selling the commodities. 

CROMWELL, J. H. R. The lion’s share: how the Bank of England has wrecked 
American and world prices to serve its own interests and how heavy purchas- 
ing of silver should mark America's counter offensive in the economic war be- 
tween the two great Anglo-Saxon nations. (Washington: Sound Money League, 
Room 733, Southern Bldg. 1935. Pp. 37. 10c.) 

DORING, F. Kreditwirtschaft und Bankenreform. (Munich: Heerschild. 1934. 
Pp. 69.) 

BINHI, P. The future of gold. (New York: Macmillan, 1935. Pp. x, 134. $2.) 

FISCHER, O. C. Das Bankwesen im nationalsozialistischen Staat. Die neue Witt- 
schaft, Heft 1. (Berlin: Junker und Dunnhaupt. 1934. Pp. 80.) 

GAYER, A. D. Monetary policy and economic stabilization, (New York: Mac- 
millan. 1935. Pp. xiii, 288. $3.) 

GONNARD, R. Histoire des doctrines monétaires dans ses rapports avec l'histoire 
des monnaies. Tome I. De Vantiquité au XVH" siècle. (Paris: Recueil Sirey. 
1935. Pp. 289.) 

Grecory, T. E. The gold standard and its future. 3rd ed. (New York: Dutton. 
1935. Pp. x, 184. $1.50.) - 

The new edition of this remarkable book displays the same high standard of 
analytical ability and careful workmanship which characterized the earlier edi- 
tions.t The last half of the book has been entirely rewritten, and two new 
chapters dealing with the experience of the United States and the course of 

. international discussion have been added. 

Of the new material which the present edition contains, that portion devoted 
to the problem of purchasing power parities is especially worthy of note. It 
makes evident that the statistical difficulties inherent in the measurement of 
such parities permits the use of this concept, as a practical matter in connection 
with stabilization of currencies, only within very broad limits. Chapter 5 on 
“The case of the U.S.A.” is also excellent. It is recommended as required read- 
PEE members of the Committee for the Nation and other supporters of the 
Administration’s monetary program. 

FREDERICK A. BaDFoRD 


* See American Economic Review, June, 1933, pp. 336-337. 
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* Hatt, N.F. The exchange equalisation account. (New York: Macmillan. 1935. 
Pp. ix, 115. $3.) 

The author of this short work on the operations and the future of the British 
exchange equalization account was also the writer of the Economists supple- 
ment on that subject published May 5, 1934. Mr. Hall has travelled a per- 
ceptible distance since that time. He is less violently on the defensive against 

‘American analysts of the account and he has gone further in his hopes and 
prescriptions for British currency policy. 

In spite of the moderate and occasionally critical tone of the present volume, 
Mr. Hall remains a convinced protagonist of the account. The British exchange 
equalization account, it will be remembered, is the fund of some billion and 
three-quarters dollars which was set up in 1932 “to maintain the stability of 
sterling; in other words, to prevent a sharp rise in sterling at the present time” 
according to the government’s exposition in the House of Commons. The 
familiar argument raised by foreigners, and domestic critics as well, as to 
whether the account has Ea long-run o of the pound is 
revived in these pages but not satisfactorily concluded. Nevertheless such ex- 
pressions of the author’s as “the attempt to maintain order in the day-to-day 
movements of the exchanges resulted in important influences being put upon 
the long-term rate” (p. 83) and “during the past two years the pound has 
been undervalued” (p. 113) represent a more penetrating analysis than the 
statement in the Economists supplement that “the rate of exchange... was 
not to any marked degree out of fc with the underlying economic factors, 
except to a small extent early in 1933.” 

e most interesting section of Mr. Hall’s book, however, is not the part 
given over to new skirmishes on old battle-fields, but the chapters in which he 
advocates stabilization at a new parity and the reorganization of the issue de- 
partment of the Bank of Pagina’ so that it will absorb the exchange equaliza- 
tion account and its assets. The effect of these changes should be, he believes, to 
restore to London the opportunity of undertaking a systematic policy of over- 
seas financing and e British exports. 

ÅLZADA COMSTOCK 


Harpy, C. O. and VINER, J. Report on the availability of bank credit in the 
Seventh Federal Reserve District, submitted to the Secretary of the Treasury. 
(Washington: Supt. Docs. 1935. Pp. viii, 109. 20c.) 

The report presents the factual results of a credit survey conducted in Sep- 
tember, 1934, by Hardy and Viner and others with the assistance of a large 
staff of field investigators. It recommends banking legislation and changes in 
banking policy, the general aim of which is the liberalization of the lending 
policies of commercial banks and allied agencies. 

RAYMOND H, LOUNSBURY 


HUZING, J. H. Gold points a moral: enquiry into the failure of the interna- 
tional gold standard and its bearing upon the future. (The Hague: Martinus 
Nijhoff. 1935. Pp. 171.) 

This book is an evaluation of the international aspects of the gold standard 
in the light of post-war experience. Its conclusions are that “the international 
gold standard is dead” and that an International Reserve Bank must be es- 
tablished to control international credit developments. 
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The real explanation of its failure lies in certain organic ra ae in eco- 
nomic society, the evolution of credit control, increasing rigidity of price and 
wage structures, the manipulation of tariffs; the extensive use of the gold ex- 
change standard, the growth of a sizeable short-term loan fund, and an in- 
creasing interference with the economic forces regulating capital movements 
for political reasons, 

The evidence supporting the author’s conclusions is gathered from an analy- 
sis of the individual experience of six countries: the United States, France, 
Switzerland, Holland, Germany, and England. The method of analysis is not 
to attempt a complete explanation of all the forces’ at work in each country 


leading to the breakdown of the mechanism of gold flows and trade adjust- ` 


ment, but rather an emphasis upon that particular feature in the recent histo 

of each country which best illustrates one of the general principles established. 
The “moral” pointed by gold is that the gold standard can function inter- 

nationally only by the establishment of a new International Reserve Bank 


which will regulate credit developments throughout the world as an existing - 


central bank regulates credit developments within its own country. This sug- 
gestion is made without any description of the bank’s structure and technique 
of credit control. Such description is considered “totally superfluous” at the 
moment “for the very fact that such an institution is on the face of it in- 
capable of practical realization within the present generation if not within 
the next dozen generations.” 

The author proclaims this lofty ideal while admitting its utopian quality 
because of his staunch adherence to the principle of economic internationalism 
rather than “the blind barbarism” of political and economic nationalism. He 
dismisses the current trend toward economic nationalism as a “temporary 
retrogression” without any consideration of the possibility that the world may 
be entering an era characterized by a strong spirit of nationalism with much 
social, economic, and political erimentation within individual countries. 
Neither does he consider the possibility that a degree of economic international- 
ism may be achieved even by countries using various types of managed cur- 
rencies. 

The book is of value as a summary of much recent investigation of the gold 
standard by students in many countries. . 
James F. CUSICK 


Hunt, A. R. Revelations concerning money and banking, with proposed re- 
forms. (Philadelphia: Dorrance. 1934. Pp. 88. $1.) 

James,.F. C. The economics of money, credit and banking. 2nd ed., rev. and enl. 
(New York: 1935. Pp. xvii, 678. $4.) 

KIPLINGER, W. M. and SHELTON, F. Inflation ahead! W hat to do about it. (New 
York: Simon and Schuster. 1935. Pp. 42. $1.) 

LEFFLER, R. V. Money and credit. (New York: Harper. 1935. Pp. xi, 513. 
$3.50.) a on 

MADDEN, J. T. and NADLER, M. The international money markets. (New York: 
Prentice-Hall. 1935. Pp. xiii, 538. $5.) ` 

Munro, H. The production of money and its effects on industry. (Dingwall, 
Scotland: G. Souter. 1934. Pp. 19.) ° 
. “This article, differently arranged, was read as a paper before the economic 
section of the Royal Philosophical Society of Glasgow in 1933.” 
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NETTELS, C. P. The money supply of the American colonies before 1720. (Madi- 
son: Univ. of Wisconsin Press. 1934. Pp. 300.) 


The present study originally approached the subject from the standpoint 
of the movement of coin. This approach in tum led to such themes as the 
part of money in trade, with particular reference to invisible items in balances 
of payments, and the relation of money to manufacturing, credit relations, and 
British colonial policy. These aspects of the subject have generally been 
neglected in earlier studies. Several parts of this exhaustive study have been 
published in historical journals, and subjected to critical revisions. The experi- 
ments tried with monetary media during the colonial period have lessons for 
the present generation. . 

OTTEL, F. Standische Theorie des Geldes. Deutsche Beiträge zur Wirtschafts und 
Gesellschaftslehre, Band 11. (Jena: Fischer, 1934. Pp. viii, 192. RM. 10.50.) 

RANKIN, M. T. Monetary opinions and policy, 1924-34. (London: P. S. King. 
1935. Pp. ix, 161. 6s.) 

This book is a compilation of ten essays and addresses written over the leet 
ten years by a Scottish woman who has learned from no less a master than 
Nicholson the principles of sound and sane money and banking, and who 
possesses in her own right a rare insight into the tangled forces of world 
currency problems. The essays deal chiefly with British bank policy, the theory 
of a managed currency, the Macmillan Report, and English and American 
money measures since 1930. With pungent style and incisive phrase the author 
refutes the errors of the disciples of the new philosophy of currency, including 
the Messrs. Keynes and Hawtrey. The essays are necessarily random, but it is 
testimony to the ability of the author that those written after 1929 do not 
contradict those written earlier. Few of us in America can meet this acid before- 
and-after-1929 test. 

NEIL CAROTHERS 


RIEGEL, E. C., compiler. Irving Fisher's world authorities on the meaning of 
money. (New York: Empire Books. 1935. Pp. 183. $2.) 

RODKEY, R. G. Legal reserves in American banking. Michigan bus. stud., vol. vi, 
no. 5. (Ann Arbor: Univ. of Michigan Bur. of Bus. Res. 1934. Pp. 121. $1.) 


One of the significant results of the tragic post-war record of American 
banking is the tendency of its students, belatedly it is true, to examine, criti- 
cally, accepted standards and practices. This admirable monograph, suggestive 
of this ferment, concerns itself with the unique American practice of legally 

rescribed reserve minima against deposits. ETa half of the study 
is devoted to the evolution of present member-bank reserve requirements, pat- 
terned largely on prior state banking reserve provisions. It is significant in the 
position here developed that the geographical classification of national banks 
for reserve purposes was an outgrowth of facilities designed for note redemp- 
tion rather than logical reserve categories. Predicated upon this historical acci- 
dent, the author exposes, as others also have done, its discriminatory and il- 
logical character. An attempt is then made to determine a valid and practical 
basis for legal reserves recognized as necessary in a country where banking 
traditions have not as yet insured adequate informal banking reserves. 

Thé author finds the key to this problem in the greater irregularity of bank- 
ets’ balances as compared with individual deposits. Hence, he advocates the 
abolition of the geographical classification of banks which at present reduces 
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rather than raises the reserves against such balances, and proposes that banks, 
irrespective of location, be required to keep 12 per cent reserves against bank- 
ers’ balances. Against individual oe including government balances, a 
reserve of 6 per cent is proposed after allowing a deduction of vault cash. 
Elasticity of reserves and member-bank credit would be facilitated by authoriz- 
ing the Federal Reserve Board, with a changed composition provided solely 
and only for this purpose, to lower such reserves by 10 per cent and to raise 
them by 50 per cent. Quantitatively, the plan would not appreciably change 
present reserves. 

This provocative study suggests many questions. To cite a few: What effects, 
if any, will higher reserves against bankers’ balances have on correspondent 
relations? Will the proposal provide adequate reserves especially for country 
banks whose secondary reserves are often inferior to those of other banks? 
Might it not be as desirable at times that the latitude in lowering reserves be 
as wide as that in raising them? If irregularity is the test of differentiation in 
required reserves, would not savings deposits warrant separate classification? 
Finally, if banker representation on the Federal Reserve Board is needed to 

ass on changes in member bank reserves, is it not equally essential in the 
Paala of credit policies which inevitably react on such reserves? 
JOHN B. WoosLEY 


SALTER, A. China and silver. (New York: Economic Forum, 51 Pine St. 1934. 
Pp. 117. $1.) 

Sir Arthur Salter was invited by the Chinese government in 1933 to serve for 
a few months as an adviser on economic matters. His official report was made in 
February, 1934, and this little volume is a condensation of that report. 

In fifteen short chapters the author, who, incidentally, now holds the pro- 
fessorship of political theory in Oxford University, makes a survey of the en- 
tire economic situation of China. Necessarily it is a bird’s-eye view, but the 
treatment is discriminating and illuminating. The picture is that of a vast popu- 
lation with a primitive economy, breeding relentlessly to the margin of sub- 
sistenice, disturbed by internal wars and external aggression, pa aes victims 
under their silver standard of the currency debasements of Japan, England and 
the United States. Although the book was written before our government’s 
final surrender to the silver lobby, Sir Arthur made perfectly clear in anticipa- 
tion the serious injury to Chinese economic welfare that has accrued from our 
silver acts, which, according to Senator Pittman, were to restore Chinese trade. 
It is clear that doing something for silver in this country has consequences as 
various as the adulteration of our monetary standard and the starvation of the 
Chinese masses. The author's recommendations as to Chinese economic policy 
serve chiefly to demonstrate that there is not much that can be done. 

NE CAROTHERS 


SHAW, W. A. dnd WIGGLESworTH, A. The principles of currency, credit and 
exchange, with special reference to methods of financial reconstruction in the 
United States of America and Great Britain. (New York: Pitman Pub. Corp. 
1934. Pp. xvii, 125. $1.50.) 

This small volume is an exposition of the authors’ conception of what an 
appropriate national and international monetary mechanism should be. The 
writers, both of whom are British, draw heavily upon British monetary ex- 
petience and practice. The approach is definitely premised upon a monetary 
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theory of the trade cycle and thereby shares the shortcomings of that position. 

Three distinct criteria are proposed in accordance with which currency issue, 
control of bank credit, and foreign exchange policy should be adjusted. Cur- 
rency issue, it is argued, should be entirely automatic and self-regulating, being 
divorced completely from both gold reserves and considerations of govern- 
ment fiscal policy. The volume and disposition of bank credit should be de- 
termined by an agreed policy among the banks designed to ensure maximum 
production and consumption and full employment. Finally, a mechanism 
tantamount to the gold exchange standard is prescribed for maintaining stable 
exchange rates. 

The book may þe criticized chiefly on the score of failure to see the interre- 
lations between the various component parts of the monetary mechanism and 
the price structure, For example, it is contended that a self-regulating currency 
can affect neither prices (p. 41) nor the foreign exchanges (p. 80). This is 
questionable doctrine, for a rise in prices might induce the public to demand 
more currency which would in turn sustain the price rise and might conceiv- 
ably induce a further rise in prices through increased velocity of turnover. 
Again, the claim is advanced hat the private bank rate adjusted to meet do- 
mestic needs can be completely insulated from the central bank rate adjusted 
to maintain stable foreign exchanges (pp. 69 and 73). But to prescribe different 
aims for adjusting different monetary controls is not to preclude important by- 

roduct effects, unwanted though these may be, of those adjustments. Indeed, 
it may be argued that the very success of the suggested monetary controls de- 
pends to some extent upon predictable relations between the different bank 
rates. The contention that “exchange fluctuations have not produced one single 
ripple on the surface of our (English) domestic prices” (p. 82) flies in the 
face of generally accepted theory. In answer to the statement that English 
“domestic or retail prices have moved solely in response to world influences” 
(p. 82) one might venture the opinion that fluctuations in sterling have been 
an important world influence. 

J. R. HUBER 


SHERMAN, F. J. Modern story of mutual savings banks: a narrative of their 
growth and development from the inception to the present day, (New York: 
Little and Ives. 1934, Pp. xvii, 501.) 

SIMIAND, F. Inflation et stabilisation alternées: le développement économique des 
Etats-Unis (des origines coloniales au temps présent). (Paris: Domat-Mont- 
chrestien. 1934. Pp. 257. 40 fr.) 


The title of this study might lead one to expect the story of American eco- 
nomic evolution in terms of monetary change. Those who anticipate an in- 
crement to the factual knowledge of monetary history will be disappointed, as 
Professor Simiand attempts only to utilize well known American experience 
as a basis for two essentially unrelated conclusions regarding the effects of 
inflation and stabilization. 

He concludes, first, that the comparatively rapid economic maturity of the 
United States has been due to monetary fluctuations more marked and recurring 
more often than those in the rest of the world. Upon the arrival of phase B 
(stabilization), phase A (inflation) finds its earlier advances crystallized in a 
new increment of capital goods. The necessity for new markets for the output 
of this advanced technology calls forth a new phase A, and creditors, both in 
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Europe and New England, have therefore borne the costs of economic advance- 
ment. One feels that a more searching analysis of industrial fluctuations would 
reveal a participation in these losses by agents of production other than capital, 
and that the sum of forward steps in the economy of the United States has 
exceeded the sum of periodic steps backward, due to commonly accepted long- 
run factors, notably expanding population, increased productivity, and nine- 
teenth century extensive cultivation. 

The second conclusion questions the efficacy of Roosevelt monetary isola- 
tion as a recovery measure upon the empirical ground that American prices 
have always closely followed world prices, While this bond of union is direct 
and obvious under a system of free convertibility, the empirical method re- 
quires added support in the form of theoretical analysis ane to the present 
system of commercial nationalism and inconvertibility. 

PHILP E. TAYLOR 


Soppy, F. The rôle of money: what it should be, contrasted with what it has be- 
come, (New York: Harcourt Brace. 1935. Pp. x, 214. $2.) 

TAEUBER, W. Geld und Kredit im Mittelalter, (Berlin: Heymanns. 1933. Pp. 
361. RM. 32.) 

VoGcEL, E. H. Nationale Goldkernwabrungen und Offeniliches Kredttmonopol 
als Grundlage eines Weltgoldsystems: Programm einer sozialorganischen Re- 
form des Geld- und Kreditwesens. (Berlin: Junker und Dunnhaupt. 1933. Pp. 
xii, 400. RM. 17.) 

Vogel believes that the leading nations should strive for the re-establish- 
ment of a gold standard which would (a) serve to maintain stability of pur- 
chasing power of the monetary unit and of the credit instruments based thereon, 
and (b) serve as a suitable agency in international trade. 

The system he recommends can best be referred to as an international gold 
bullion standard under which there would be no coinage or circulation of gold 
and no domestic redemption of bank notes. However these notes would be 
redeemable in gold whenever foreign transactions were involved. Then too, 
the central bank would be obliged to buy and sell gold at a fixed price. 

He rejects the idea that the maintenance of such a standard would serve 
merely for the payment of international balances, but believes that the redemp- 
tion of bank notes in a fixed amount of gold, whenever gold was needed for 
foreign payments, would serve to stabilize the domestic currency and credit 
instruments in terms of gold. 

While he favors a gold standard, he does not think that it will function 
satisfactorily under the free play of economic forces as it is supposed to have 
done formerly, but he believes that it must be set up within a framework or 
regulatory mechanism which is to be controlled to an extent by the individual 
countries, but chiefly by international agreement. But this control need not in- 
terfere with individualism in economic activity. It would merely call for co- 
operative activity on the part of financial institutions, chiefly the central banks. 

In order to have his plan work out as he thinks it ought to, Vogel would 
place the entire banking system of a country under a central credit institution, 
which would have a monopoly of credit-granting power. This institution would 
function apart from the central bank of issue (Notenbank), which ht calls its 
sister institution. The reserves needed for credit instruments he would differ- 
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entiate from the coverage required for bank notes, As he states it, credit ex- 
tension should not be a pendant of the function of monetary issue, but should 
be a pendant of the wath in commodities and a means of their transfer and 
exchange. 

The difficulties of 1931, he believes, were due to the capital movements re- 
sulting from the war, as well as a false credit structure, both contributing to the 
breakdown of the gold standard. Gold became a means of payment instead of 
an equalizer in credit balances. Merely leaving the gold standard, therefore, 
does not in any sense contribute to the recovery of normal conditions. 

Vogel looks upon his proposed central credit institution as a Sigg aaa 
making institution. This credit institution, while it is to be a monopoly, should 
not be a government institution, but the government should guarantee and 
supervise its activities. 

WILLIAM F. HAUHART 


WARREN, G. F, and Pearson, F. A. Gold and prices. (New York: Wiley. 1935. 
Pp. vii, 475. $5.) 

WHITTLESEY, C. R, Banking and the New Deal. Public policy pamph. no. 16. . 
(Chicago: Univ. of Chicago Press. 1935. Pp. 24. 25c.) 

YAGANEGI, E. B. Recent financial and monetary history of Persia. A thesis. (New 
York: Author, Columbia Univ. 1934, Pp. 154.) 

Bank Polski: compte rendu des opérations pendant l'année 1934 présenté à I’ As- 
semblée Générale des Actionnaires du 26 février, 1935. (Warsaw: Bank Polski. 
1935. Pp. 33.) 

Building and loan annals, 1934. (Chicago: U. S. Building and Loan League. 
1934. Pp. xi, 926. $5.) 

A collection of papers dealing more particularly with the Federal Home 
Loan Bank system, Home Owners’ Loan Corporation, and the Federal Savings 
and Loan Insurance Corporation, with special reference to the effect of these 
agencies upon the activities of building and loan associations. The current 
work of these latter organizations is fully described as well as purposes of the 
governmental agencies. 

Contemporary legrslative and banking problems: a non-technical treatment of the 
laws, services, and regulations resulting from the economic crisis, and a discus- 
sion of the banking problems arising therefrom. (New York: American Inst. 
of Banking. 1934. Pp. 324.) 

Farm credit administration. (New York: American Inst. of Banking. 1934. Pp. 
478.) 

The future of monetary policy: a report on international monetary problems by 
a group a the Royal Institute of International Affairs. (New York: Oxford 
Univ. Press. 1935. Pp. ix, 219. $4.) 

Member bank income and expenses for the calendar year 1934: an analysis of 
the operating costs of 253 member banks in Federal Reserve Disirict I grouped 
according to percentages of time deposits to gross deposits. (Boston: Federal 
Reserve Bank of Boston. 1935. Pp. 4.) 

New Zealand Monetary Committee. Minutes of evidence. (Wellington: H. M. 
Stationery Office. 1934. Pp. 745.) 

Prices in Canada and other countries, 1934. Suppl. to the Labour Gazette, Jan- 
uary, 1935. (Ottawa: H. M, Stationery Office. 1935. Pp. 23.) 
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Public Finance, Taxation, and Tatiff 


The Taxation of Banks. (New York: National Industrial Conference 
Board. 1934. Pp. x, 148. $2.50.) 

For nearly fifteen years the controversy of bank taxation, though cane 
litigated and much agitated by bankers and legislators, has endured with- 
out such literature as is usually bound within the covers of a book. The 
present book is one of three publications which will in a measure remedy 
this defect. An unpublished dissertation, State Taxation of National Banks, 
by John B. Woosley, was accepted at the University of Chicago in 1931. 
Another, State and Local Taxation of Banking Corporations, by Ronald B. 
Welch, was accepted at Yale University in 1932, and is scheduled.to appear 
from the press shortly as a special report of the New York State Tax 
Commission. The author of the monograph under review, Lewis H. Kim- 
mel, completed in 1932 at the University of Pennsylvania another disserta- 
tion, The Taxation of Financial Institutions, which the reviewer has not had | 
the opportunity to examine., 

The practically simultaneous preparation of these three monographs is 
significant in explanation of the division of labor among them. Mr. Kim- 
mel, in the volume here reviewed, confines himself to current description 
and analysis. Chapter 2 describes the “Trends in bank taxation, 1921 to 
1934.” Chapter 3 is composed of an “Analysis of changes in principal 
methods of taxing banks.” Chapter 4 contains an analysis of “Taxes as a 
factor in banking operations,” which is composed of tabulated ratios of all 
taxes paid by national banks to (1) net profits before taxes, (2) capital 
funds, (3) earning assets, and (4) total expenses, for the years 1925 to 
1931. For the year 1926 only is the federal corporation income tax elimi- 
nated. In Chapter 5 is offered an orthodox treatment of the incidence of 
the different taxes on banks, to which no serious exception can be taken, 
leading to the conclusion that taxes on or measured by income are not shifted 
but that taxes on the residual value of the shares will in the long run be 
shifted either to the depositors or to the borrowers, since they apply to 
marginal as well as supramarginal banks. Chapter 6 is apparently the 
most valuable part, since it states and offers statistical evidence which tends 
to confirm, if it does not conclusively prove, the bankers’ contention that 
taxes on the residual value of the shares, and in particular the general 
property tax on the shares, tend to retard the accumulation of surplus and 
thereby to weaken the capital structure of the banks. 

The phases of bank taxation covered obviously compose only a small 
part of the field. Yet within this limited scope a number of questions are 
left open, in most cases, be it said, because the statistical evidenge is not 
adequate. One example will suffice. The statistical analysis clearly demon- 
strates that the general property tax on the residual value of the shares is 
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discriminatory against banks in comparison with low-rate share taxes and, 
especially, the taxes on or measured by income. Why this is necessarily 
so is not effectively pointed out and, what is more to the point, the reader 
may by implication be led to underestimate the discriminatory character 
of the general property taxes on shares as contrasted with the taxes on or 
measured by income. The difficulty is that the author has not been able to 
segregate the taxes paid by the banks, but has had to treat all federal, state 
and local taxes together. For the present purpose these taxes are of three 
classes—namely, the federal corporation income tax, the tax paid by the 
banks on bank-owned real property, and the taxes on the shares or the 
taxes on or measured by income in lieu thereof. The first two are relatively 
uniform among the states; and the inequality of all bank taxes, as between 
the states imposing the general property tax on the shares and those im- 
posing other taxes, is probably due almost entirely to the inequalities in 
the taxes of the third class. And this fact, as the reviewer regards it, is 
not pointed out, although there are several connections in which it might 
have been done, notably at pages 110 and 111 in an exposition of Table 29. 
Against this possible error by implication the reader should have been 
warned, 
Jens P. JENSEN 
University of Kansas 


Report of the Connecticut Temporary Commission to Study the Tax Laws of 
the State and to Make Recommendations Concerning Their Revision. 
Summary of the Report. (Hartford: State House. 1934. Pp. xxvi, 642; 
xi, 99.) 

The chairman of this Commission was Professor Fred R. Fairchild and 
its director of research, Dr. Benjamin P. Whitaker. The chief objectives 
of the Commission in tax revision seem to have been the introduction of a 
greater degree of cyclical stability in the revenue system, a broader tax 
base, increased tax consciousness, a greater degree of fiscal independence 
between the state and local governments, and tax reduction through im- 
provement of the financing of municipalities. Among its more technical 
tax recommendations is that for repeal of taxation of all intangible and 
of much tangible personalty, its proposal for centralized assessment of the 
remaining taxable business and professional tangible personalty, its solu- 
tion of the constitutional difficulties of bank taxation, its recommendation 
of a new measure of corporate net income to include not only income from 
tax-exempt securities but also interest and rental payments made by the 
taxpayer, the proposed new minimum tax on invested capital as an alterna- 
tive to the net income tax on mercantile and manufacturing corporations, 
and the substitution of new bases of taxation of insurance companies. It 
should be noted that many of these recommendations are aimed at the 
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objective of greater stability in state receipts. Three new sources of revenue 
are recommended: (1) a permanent tax of 5 per cent upon interest and 
dividends upon resident individuals; (2) a temporary 2 per cent general 
retail sales tax to be imposed for four years; and (3) a temporary 1 mill 
tax upon every cigarette sold at wholesale in the state. 

The most striking feature of the Report is the rejection of the general 
personal income tax as an unsuitable instrument of state revenue. This 
opposition to the state income tax indicates a drift of tax opinion which 
may block the movement for such taxes in this country. The considerations 
adduced by the Commission against the tax are that it is impossible to 
secure the adoption of a universal tax touching the low levels of income, 
that consequently the yield of a tax with higher exemptions is low and 
highly sensitive to cyclical fluctuations of business, that such a tax fails 
as an instrument of tax consciousness, and is inequitable when added to 
the brackets of the federal tax. These contentions raise interesting ques- 
tions which cannot be discussed here but require more study before the 
case is closed against the state income tax. 

With reference to the demand for reduction of the real estate tax, the 
Commission believes, with many other students of taxation, that “no 
statistical analysis is capable of determining certainly that owners of real ° 
estate are actually overtaxed” (p. 87). Nevertheless, the Commission does 
make recommendations which ultimately at any rate should reduce the tax 
on property. The two methods of relief recommended are: (1) self-help 
by the municipalities themselves and (2) immediate repeal of state taxes 
on the towns, increase of state grants for certain local functions, and the 
ultimate transfer of certain local functions to the state. The self-help solu- 
tion is based on the principle of strengthening “local autonomy by providing 
measures designed to supply the electorate with the information necessary 
for enlightened local control and to supply local officials with business-like 
procedures under which public affairs may be conducted-with a maximum of 
efficiency” (p. 98). These proposals, in harmony with the Connecticut tra- 
dition of home rule, are probaniy the most constructive phases of the 
Report. 

A final comment relates to the Commission’s policy as to the fiscal 
relations between the state and municipalities. ‘The Commission believes that 
“the only sound principle for governing the fiscal interrelationships of the 
several grades of government” is that of “vesting in each governmental 
unit a financial responsibility commensurate with the degree of legislative 
and administrative control which it exercises over governmental activities” 
(p. 546). The thorough-going application of this principle woyld mean 
the termination of sharing of state-administered taxes, and of state grants 
and the transfer to the state of certain local functions. The Commission is 
unwilling to recommend such immediate wholesale dislocation of present 
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state and local fiscal relations, but urges important steps in that direction 
of which space does not allow a discussion. 

The Report is an able document, and although many of its sdids will 
arouse debate, it will take its place among the most important of such 
reports in recent years. 

K. M. WILLIAMSON 

Wesleyan University 

NEW BOOKS 


CAMPBELL, M. C., and others. Harvard legal essays, written in honor of, and 
presented to Joseph Henry Beale and Samuel Williston, (Cambridge: Harvard 
Univ. Press. 1934. Pp. xvili, 553.) 

Contains essay by Professor J. M. Maguire on “Taxing the exercise of natural 
rights.” 

CHATTERS, C. H. and Rag, J. S. The federal municipal debt adjustment act: 
when and how to use it. A guide for municipalities. (Chicago: Public Admin. 
Serv. 1934. Pp. 12. 

FaGAN, E. D. and Macy, C. W., editors. Public finance: selected readings. (New 
York: Longmans Green. 1934, Pp. xii, 960. $4.75.) 

The purpose of this volume is to bring together some results of the mature 
reflection of many able scholars in the field of public finance. Such material, 

“with editorial comments designed to codrdinate the selections, offers more 
extensive and penetrating discussions of important fiscal problems than can 
be presented in a single general textbook.” 

The usual topics found in texts on public finance are included in the dis- 
cussion, although one wonders why the authors in their chapter on the taxa- 
tion of commodities quote two selections on the sales tax and one on customs 
duties while no mention is made of federal or state excises. It may even be 
questioned why sales taxes should be treated under commodity taxes. 

The choice of material best to serve a purpose is a matter of personal pref- 
erence, yet the writer is disappointed to find no use made of the stimulating 
critique on many of our modern tax problems by Judge William R. Green. 

M. H. HUNTER 


FINDLAY, R. M. Britain under protection. (London: Allen and Unwin. 1934. Pp. 
223. 65. 
Menno D. L. and JOYAL, A. E. The nature and extent of educational inequal- 
ity in ee (Denver: Colorado Education Assoc. 1934. Pp. 37, mimeo- 
phed.) 

Prepared for the Finance Committee of the Colorado Education Association 
by revising and abridging a master’s thesis. A study of the variations in edu- 
cational burdens and respective financial abilities of the several counties. Tables 
show valuations and tax collections. 

HERNDON, J. G., Jr. Our new federal taxes: income, gift, estate. (Philadelphia: 
Winston. 1934, Pp. v, 281. $2. ) 

The “new” taxes treated in this little book are the taxes on income, gifts, 
estates, capital stock values, and excess profits under the 1934 Revenue act, and 
are new therefore only in a limited sense. Nine-tenths of the space is devoted 
to taxes on income, and most of that to personal income taxes. As a primer 
on federal income taxation, in non-technical language by one in possession of 
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technical information, the book should be useful for numerous small tax- 
payers, and also for many citizens not merely concerned with how to pay the 
“correct tax—but no more.” Where the 1934 law differs materially from its 
predecessors, as on the score of earned income credit, the explanation is ex- 
tended, and examples are freely employed. For this limited use as a primer, 
especially on personal income taxation, the book seems well done. 

JENS P. JENSEN 


McGRANE, R. C. Foreign bondholders and American state debts, (New York: 
Macmillan. 1935. Pp. vii, 410. $4.) . 
The author first considers each of the nine states which defaulted in its debt 
service before 1860. Through the extensive use of public documents, contem- 
orary English and American newspapers, and, especially, the manuscript col- 
ections of certain Dutch and English banking firms, he has made a substantial 
contribution to the financial history of this period. Emphasis is placed espe- 
cially upon the factors responsible for the borrowing; methods used in selling 
the bonds; the attitude of the press, both here and abroad, toward the incurring 
and the later adjustment or repudiation of the debts; and the efforts of Ameri- 
can and European bondholders and bankers to secure favorable treatment from 
the various states. One is struck with the similarity between the inducements 
offered to European investors a century ago and the arguments used to persuade 
American investors to purchase South American bonds during the past decade. 
Indeed, the gullibility of the bankers themselves and many of the selling and 
buying methods used in that early period revive painful memories of the New 
Era. Mixed commercial and investment banking and rampant speculation, es- 
pecially in real estate and in the securities of internal improvement companies, 
accompanied this first period of state borrowing in the United States. 

The extreme laxity of many state agents in their financial practices and cer- 
tain undue concessions made to investors in order to obtain capital are also 
significant. At the demands of bankers, states or their agents frequently made 
bonds payable abroad, allowed purchasing firms to pay in installments extend- 
ing over two or three years while receiving interest on the full amount from 
date of sale, and sold bonds below par in violation of authorizing laws. These 
practices were later argued in some cases in justification of repudiation. Good 
discussions of the movement for federal assumption of state debts in the 1840’s 
and of the vain attempts of foreign bondholders to exert pressure on the de- 
linquent states through diplomatic channels complete the picture of the finances 
of this early period. _ 

The second part of the book deals with the ten states which defaulted or 
repudiated after the Civil War. Here the author depends more upon secondary 
sources, and combines the ten short, compact accounts into one long chapter. 
The foreign banker and investor appear only occasionally in these tragic and 
sordid stories; this, together with the similarity of the developments in the dif- 
ferent states, presumably accounts for the comparatively small attention given 
to this period. 

B. U. RATCHFORD 


s 
MARTIN, R. C. Municipal budgets: a budget manual for Texas cities, Municipal 
stud. no. 1. (Austin: Author. Pp. 131.) 
Morar, H. R. The tarif on wool. (Madison: Tariff Research Committee. 1935, 
Pp. xxi, 168. 50c.) 
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Netson, C. L., BLAKEY, G. C. and BLAKEY, R. G. Sales taxes. Pub. no. 48. 
(Minneapolis: League of Minnesota Municipalities. 1935. Pp. 88. $1.) 

PAUL, R. E. and MERTENS, J., JR. The law of federal income taxation. Vols. 

, I-VI. (Chicago: Callaghan. 1934. $60.) 

STUDENSKI, P. Chapters in public finance, Rev. ed. Reprinted from Vol. II of 
Economic principles and problems by WALTER E. SPAHR and others. (New 
York: Farrar and Rinehart. 1935. Pp. 470-647. $1.) 

WUELLER, P. H. The integration of the German tax system. A thesis. (New 
York: Columbia Univ. Press. 1933. Pp. 59.) 

Bibliography of economic science. Vol. I. Public finance (1919-1933). Com- 
piled by the Institute for Economic Research, Osaka University of Commerce. 
(Tokyo: Maruzen Co. 1934. Pp. 830. $7.50.) 

This is an ambitious undertaking and, in this the first and as yet the only 
volume published, is well carried out. The volume contains some 15,000 titles 
in Japanese, English, German, French and Italian. The works included are 
books, articles in leading periodicals, items appearing in authoritattve dic- 
tionaries of economics, essays in commemorative publications, etc. The bib- 
liography is limited to books published between 1919 and 1933, although new 
editions are included and dates given of previous editions, The titles are minute- 
ly classified; and for books of special importance the entire tables of contents 


are piven. 
The work is of distinct usefulness for all large libraries with well organized 
reference departments as well as for scholars in public finance. 
CARL C. PLEHN 


Constitutional tax rate limitation for Illinois. (Springħeld: Ill. Tax Commission. 
1934. Pp. 152.) 

Digest of trade data with respect to products on which concessions were granted 
7 the United States in the United States-Belgo-Luxemburg trade agreements. 
(Washington: U. S. Tariff Commission. 1935. Pp. xxiv, 337.) 

This volume contains for each product brief factual statements relating to 
production, exports, imports and other trade factors, confined, however, to the 
products on which concessions were made by the United States. 

For Minnesota schools: taxation and school support. Bull. no. 3. (St. Paul: Mina. 
Education Assoc, 1935. Pp. 96.) 

Tax policy to aid economic recovery and permanent prosperity: report of special 
committee. (New York: Tax Policy League. 1935. 10c.) 

Tax rate limitation: how it would work in Dupage County, Ilinois. (Springfield: 
UL Tax Commission. 1934. Pp. 41.) 

United States master tax guide, 1935: based on the Revenue act of 1934 and the 
regulations, rulings, and decisions under present and prior laws, to 1935. (Chi- 
cago: Commerce Clearing House. 1935. Pp. 229. $1.) 


Population and Migration 
Population Theories and Their Application with Special Reference to Japan. 
By E. F. PENROSE. (Stanford University, Calif.: Food Research Inst. 
1934. Pp. xiv, 347. $3.50.) 
This is a book by an author who knows well the culture, life, economic 
and social conditions of the country about which he writes; who is thor- 
oughly acquainted with the literature on population, and who is an able 
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economic theorist. The end result is one of the best books on economic-demo- 
graphic conditions published in a decade. Even a small, well-selected library 
on population, on economic theory or on world economic conditions ought 
to include it. Much of the realism and balance of the book is a consequence 
of the fact that its author is no narrow economist; for he shows a substantial 
acquaintance with cultural sociology; to a lesser extent with cultural psy- 
chology. 

It is becoming increasingly clear that one cannot analyze even the eco- 
nomic predicament of a nation in terms of the “logic” of the market place 
alone. Those economists accustomed to ‘“‘high-hat” sociological theory had 
better (for the sake of their own reputations, if for no more worthy pure- 
science motive) study this volume with care as an example of how a good 
grasp of sociological theory can give us, in reasoning essentially economic, 
closer approximations to reality and hence to sound conclusions. 

Part 1-on “Theories of population” (three chapters) examines the 
Malthusian theory and the income and welfare optima. Part 2 on “Some 
aspects of the Japanese population problem” (again three chapters) points 
out that while Japanese fertility is not abnormal, we may expect substantial 
inctease until 1955 after which there will be stabilization. In this part popu- 
Jation changes are discussed in relation to overpopulation in agriculture and 
to the prospects for industrialization. Part 3 treats of the relation of popula- 
tion to migration, territorial expansion, international trade and inter-group 
conflict. 

A central thesis is that since natural resources are inequitably distributed 
geographically, and since the interregional movement of commodities is a 
substitute for an absence or scarcity of productive factors or sub-factors, 
much can be done to alleviate the Japanese crisis by (1) fewer migration 
barriers; (2) fewer restrictions on international trade; (3) less tribalism 
and nationalism and more cosmopolitanism. This simple statement does in- 
justice to the book; for it gives one no conception of its close reasoning, its 
political and social realism, its cultural (as distinct from purely economic) 
insight and understanding. Occasionally there seems to be quibbling over 
very fine points of interpretation upon which, it seems to me, there might 
be room for legitimate differences of opinion. Yet we are quite disarmed 
in the foreword by the author’s statement that this does not imply disrespect. 
When Dr. Penrose complains that Malthusian literature has been “unneces- 
sarily controversial,” we are prompted to suggest that the same may be true 
of this book. Yet most careful students of population will be glad that the 
book is so. For in criticism lies progress. 

This book is proof also, if further proof were needed, that an aaa 
can put social welfare first and still be a good economic theorist. 

NorMAn E. Himes 

Colgate University 
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NEW BOOKS 


ANDERSON, H, D. and EEiis, W. C. Alaska natives: a survey of their sociologi- 
cal and educational status. (Stanford Univ., Calif.: Stanford Univ. Press. 1935. 
Pp. 488. $5.) 

Bocarous, E. S. The Mexican in the United States. (Los Angeles: Univ. of 
Southern California Press. 1934. Pp. 126.) p 

LANDRY, A. La révolution démographique. (Paris: Recueil Sirey. 1934. Pp. 227. 
29 fr.) 

This is a collection of integrated essays, some new and some published with- 
in the past 25 years, all concerned with demographic trends or demographic 
theory. The author, employing refined methods of measuring trends in fertility, 
traces the decline in fertility to 1932, when the net reproduction rate ranged 

from 0.375 in Stockholm to 0.88 in France. The demographic revolution re- 

vealed in this decline merely reflects the replacement of pre-1800 man, who 
sought only to preserve his level of life, by modern man with his manifold 
motivation to restrict fertility. Pre-1800 man had earlier replaced primitive 
man who, Landry erroneously supposes, was not concerned about the conse- 
quences of his fertility. The decline in fertility is traceable to the “new con- 
ception of life,” the “rationalisation of rie the new attitudes and senti- 
ments (e.g., egoism, ambition, feminism), which have come more and more 
to characterize modern man, originally a product of the late eighteenth century. 

Like almost all French writers Landry is deeply concerned over the threat 
of depopulation. Relying largely upon secondary sources, he concludes that 
depopulation in the ancient world, a product of the forces making for deca- 
dence, accelerated its oncoming. Turning to modern France and the modern 
world, he states that depopulation will increase the burden of indebtedness, 
reduce economic productivity, produce a psychology of despair, etc. As to 
methods of checking depopulation he favors those designed to reduce the 
burdens of procreation rather than those designed merely to alter the psycho- 
logical outlook of the population. His methods are all apparently conceived 
within the framework of a capitalist society. 

In the theoretical chapters Landry traces the changes in population theory. 
Townsend, assuming a fixed standard of living and the premise that hunger 
and sex alone govern man, concluded that population is determined by the 
means of subsistence, mortality constituting the check. Cantillon, assuming a 
varying standard of living, concluded that numbers are merely conditioned by 
the means of subsistence, nuptiality constituting the check. Modern writers 
(eg, Dumont, Mombert) have shifted ee to the psychological factors 
and their determinants, the degree of wealth, of rationalization of conduct, of 
social capillarity, etc. Landry accepts the last view. Moreover, in his treatment 
of the optimum and the concept of progress, he rejects the Anglo-Saxon 
optimum, saying that happiness and progress are, in a sense, subjective and not 
necessarily positive correlates of real income per capita. For him the optimum 
“corresponds to a certain level of life” which differs for different classes and 
categories. 

JOSEPH J. SPENGLER 


LORIMER, F. and OSBORN, F. Dynamics of population. (New York: Macmillan. 
1934. Pp. xiii, 461. $4.00.) 


The present work, the best by far r done on differential fertility, embodies 
the findings of both the authors and many other scholars. A glossary, nearly 
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40 pages of bibliography, a 19-page index, over 50 charts, over 100 tables, and 
23 statistical appendices make this work, with its well written and well reasoned 
text, a veritable mine of information and suggestion. We can but indicate some 
conclusions. | 

Differential natural increase not only is strikingly manifest in the United 
States but gives little promise of disappearing “in this country in the visible fu- 
ture, unless exclusive public measures are undertaken to produce this result.” 
By occupation net reproduction ranges from 1.32 per generation in agriculture 
to 0.76 in professional groups. Gross reproduction is higher among the un- 
employed than among the employed. “A disproportionate share of successive 

enerations is likely to be drawn from areas that are now characterized by rather 
ow cultural-intellectual development and poor educational opportunities.” 
Moreover, the people composing some of the groups, or living in some of the 
areas marked by a relatively high natural increase, are definitely of an inferior 
biological calibre. Even where this is not true, differential natural increase is 
aggravating the mal-distribution of population and local social problems such 
as education. The authors therefore conditionally anticipate ‘eventual political 
and social repercussions [that] may be tremendous.” 

The authors attribute both the low level of fertility in the United States and 
the differentials in fertility primarily to voluntary control of fertility through 
resort to abortion and contraception. Although they find some evidence in upper 
classes of a positive correlation between economic status and fertility, they 
conclude in general that: “In a population with a high standard of living which 
has acquired techniques of family limitation, reproduction at the replacement 
level can be expected only when social conditions are distinctly favorable to 
fertility.” 

While the authors present no organized program of reform, they do imply 
the growing importance of the population problem, and suggest the need to 
curb fertility in some po and encourage it in others. Among the factors 
conducive to a higher level of natality they suggest maternity services, com- 
munity nurseries, the development of part-time employment of women in such 
a way as to permit both maternity and economic activity, the building up of 
attitudes and social institutions and ways of living conducive to fertility and 
economic security. They do not indicate whether an adequate change can be 
effected within the present capitalistic structure. 

JOSEPH J. SPENGLER 


REUTER, E. B., editor. Race and culture contacts. (New York: McGraw-Hill. 
1934. Pp. viii, 253.) 

TAYLOR, 3 S. An American-Mexican frontier: Nueces County, Texas. (Chapel 
Hill: Univ. of North Carolina Press. 1934. Pp. xiii, 337. $3.50.) 


A study of the economic and social relations between Americans and Mexi- 
cans in Texas, this book deals particularly with Nueces County, Texas; but it 
is of significance as an analysis of American-Mexican relations in Texas gen- 
erally. The choice of Nueces County for intensive study was no doubt due to the 
fact that it is one of the leading cotton producing sections in Texas and has a 
large Mexican population. Thus this county serves as a focus for considering 
American-Mexican contacts in the region from the Nueces River ta the Rio 
Grande River. 

The first part of the book deals with the conflicts between the various racial 
groups in South Texas—Indians, European (or American) Whites, Mexicans, 
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and Negroes. While in general Texans considered Mexicans marauding in- 
vaders, and Mexicans felt that the Americans were the invaders, it is noted that 
at times some Mexicans sided with Texans against their compatriots. 

The main portion of the book deals with the present-day relations between 
Americans and Mexicans. In Nueces County the Mexicans are mostly engaged 
in agriculture. The status of the Mexican has changed within the last hundred 
years from that of owner, under grants from Spain and Mexico, to that of 
worker and tenant. Mexican labor is of greatest jmportance in cotton chopping 
and picking, although it is used in other agricultural work as well. On the 
whole, labor relations between American farmers and Mexican laborers have 
been rather friendly. Many farmers prefer Mexican laborers to other classes 
(American Whites? or Negroes), not only because of their efficiency in the 
cultivation of cotton, but also because of their humbleness and loyalty. Some of 
the farmers, however, complain of the ignorance of the Mexican workers and 
of the fact that they sometimes strike for higher wages. These people look for- 
ward to the possible development of cotton picking machines to give them a 
bargaining advantage over the laborers. Another phase of the labor ee is 
the hostility of American and Negro laborers to Mexican workers because of 
their low standard of living. 

The final part of the book deals with the social relations between the two 
races. The existence of some antagonism between Americans and Mexicans is 
indicated by school separation, domiciliary isolation, and social distinctions. In 
part, these distinctions are due to a feeling that Mexicans are inferior. It is 
noted, however, that the attitude toward the Mexicans is not the same as toward 
the Negroes. There are many distinctions against Negroes that are not o 
to Mexicans. It is my opinion, based on observation, that much of the distinc- 
tion between Americans and Mexicans is one of economic status primarily, 
and of race largely by virtue of correlation with economic status. With an im- 
provement in economic status, the Mexican-American may come to be ac- 
cepted by the community in approximately the same manner as a German- 
American or an Italian-American. 

R. J. GONZÁLEZ 


THOMAS, N. Human exploitation in the United States. (New York: Stokes. 
1934. Pp. xix, 402. $2.75.) 


Norman Thomas will possibly never be President of the United States, but 
he is one of our most valuable citizens. He is our modern major prophet, con- 
stantly depicting the evils of our present economic and social organization and 
showing what he considers is the way to a saner and finer system. It is to his 
credit that five years of depression were not necessary to make him see weak- 
nesses in our economic and social life. He was as fully convinced of these weak- 
nesses during the days of the New Era economics. 

In the present volume Mr. Thomas brings his earlier findings concerning 
exploitation up to date. In his striking and effective style in seventeen chapters 
he piles up evidence of exploitation of farmers, small home owners, workers in 
forests, mines, and factories; women, children, negroes, consumers, and small 
investors. He leaves little doubt as to what rugged individualism did to these 
groups, nor does he think they fare much better under the New Deal. A criti- 
cism that nothing is said of the improvements in living and working conditions 
that have gradually taken place under private capitalism, Mr. Thomas would 
probably not consider to the point. He is not interested in a comparison of con- 
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ditions today with those of some former period, but in showing how far we 
fall short of present possibilities. Neither would Mr. Thomas consider as valid 
criticism the retort to the first sentence of his introduction, “It has, by now, 
become a commonplace to assert that mankind starves in the midst of plenty,” 
that we have never had plenty. His answer would undoubtedly be that plenty 
would be present if we had the proper economic organization. It is of course 
here that the chief questions concerning Mr. Thomas’ book arise. Admitting 
present exploitation, can its evils be removed by reform within the framework 
of private capitalism; or is socialism necessary; and would socialism be an 
effective remedy ? 
EARL R. SIKES 


THORNTHWAITE, C. W. Internal migration in the United States. Stad. of popula- 
tion redistribution, bull. no. 1. (Philadelphia: Univ. of Pennsylvania Press. 
1934. Pp. x, 52. $1. 

. Birth, stillbirth, and a mortality statistics for the birth registration area of the 
United States, 1931. 17th annual rep. (Washington: Supt. Docs. 1934. Pp. 
235, $1. 

Birth, Silih, and infant mortality statistics, 1932, 18th annual rep. (Wasb- 
ington: Supt. Docs. 1934. Pp. 228. $1.50.) 


Social Problems and Reforms 


The Evolving House. Vol. II. The Economics of Shelter. By ALBERT FAR- 
WELL Bemis. (Cambridge: Mass. Inst. of Technology Press. 1934, 
Pp. xxxvii, 605. $4.00.) 

The reviewer has read this book with increasing respect. Increasing, be- 
cause the opening chapter is rather burdened with scientifically meaning- 
less generalizations which irritate and confuse. Charts such as the one 
(p. 5) showing “Percentage of Social Effort Expended on Various Activi- 
ties in Various Cultural Periods’’ would seem to be an indulgence in tech- 
nique. Where is the source of the information that primeval people spent 
100 per cent of social effort on food and shelter and 0.0 per cent on educa- 
tion? Closely allied to such graphic presentations are the numerous hark- 
ings back to that vague beginning when primitive man provided shelter 
“directly, naturally and easily” (p. 252) or devoted all his efforts to the 
production of consumable goods. There would seem to be an essential 
conflict between man’s providing his shelter “naturally and easily” and 
the production of consumable goods requiring all his effort. We have 
grown sceptical of such economic geneses since the days of Adam Smith. 

The excellent discussion of modern housing and its place in the family © 
budget assumes the questionable soundness of citizens who choose the 
ever maligned car or other luxury in place of buying a home. Granting, 
which this reviewer does not, that ownership of a home is of more social 
and moral value than ownership of a car, they do not represent alftrnative 
choices. The kind of home one could buy with the price of a car is the 
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kind of home one buys a car to get away from. It is further somewhat 
astounding to find a term over which economists have locked sentences 
in wordy and probably futile combat for one hundred years, defined simply 
and clearly: “Economic rent is used to define such a yearly rental of gross 
income from housing as would defray all costs and provide a net return 
to the owner equal to that obtainable from other comparable investments” 
(p. 126). Just that simple. Let the long contention cease. 

These criticisms are pertinent to many sections of the book, which is 
marred throughout by similar naiveté of statement and looseness in the 
use of terms. Yet, they refer after all to the background of the real work. 
High praise must be given the body of the book. The approach and the 
treatment is that of an engineer, and the analysis of the really amazing 
amount of factual material is clear-cut, fudicious and pointed. There is no 
hesitancy in following the figures through to the full picture. Any person 
interested in housing from a personal, social or commercial point of view 
will find here a thoughtful, thorough presentation of information as to how 
a house can be planned, built and financed in the most efficient way. 

Mr. Bemis does not favor capital grants by government for home build- 
ing. The argumentative analysis of government intervention is strongly 
colored by what to most social students is an untenable thesis—that of 
natural law. This assumption, connected with conceptions of the economic 
universe as either highly mechanistic (p. 134) or organic (pp. 137-139) 
is implicit throughout the book. Since all economic orders are subservient 
to natural law, the government should by its housing program “try to 
promote harmony between psychic and economic forces” (p. 490). Grant- 
ing the hypothesis, one hesitates to ask the government to add to its burdens 
by attempting the task. 

In spite of these more than dubious assumptions, the volume might well 
become the handbook of the New Deal Housing Program, for the con- 
demnation, by fact and figure, of housing under a system of “free competi- 
tion” or what have you brings a definitive verdict. Mr. Bemis’s insistence 
upon “rationalization, as opposed to direct government subsidy” is but 
another instance of the dichotomy which is separating into more or less 
positive groups those who advocate greater governmental activity for social 
ends. The Housing Program may be the “catalytic agent” by which the 
“huge heterogeneous, unwieldy mass of the building industry” will change 
from “chaos to order” (p. 505). 

The third book of the series will be awaited with interest by all students 
of housing problems, for such work from one versed in the mechanics of 
building is highly valuable. 

| RUTH A, ALLEN 
University of Texas 
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NEW BOOKS 


ADAMS, T. Outline of town and city planning: a review of past efforts and mod- 
ern aims. (New York: Russell Sage Foundation. 1935. Pp. 368. $3.) 
BAUER, C. Modern housing. (Boston: Houghton Mifflin. 1934. Pp. xvii, 331.) 


This book naturally draws most of its material from the post-war housing 
of leading European countries. It opens with a rapid sketch of the unsatisfac- 
tory efforts at better housing in various countries during the nineteenth cen- 
tury—a background which admittedly is dark and forbidding. By contrast, 
European post-war construction marks a noteworthy advance, not only in the 
Ta of the houses themselves but also in the concept of the housing problem. 

ecial emphasis is laid on the community aspects of the problem: “the com- 
ae neighborhood, and not the individual house or apartment-building, must 

the unit of planning, of finance, of construction and of administration.” 
Statistical data on the numbers of post-war houses built in leading European 
countries, the numbers receiving government assistance and methods of financ- 
ing are supplemented by numerous diagrams and photographic plates which 
give an excellent idea of community lay-outs and types of dwelling. The au- 
thor endorses the principle that housing should be regarded as a public utility: 
the a to live in a decent dwelling” is put in the same category as the right 
to good and abundant water, fire protection and education. She has no qualms or 
doubts over possible repercussions of subsidies.or other forms of government 
intervention. But always her objective appears to be better housing. She ap- 
plies the pragmatic test and has little respect for mere political gestures. In this 
connection she sees slight hope of substantial results from the “chaos” and 
“dabbling” which, in her opinion, characterize much of the housing activities 
of the present Washington administration. l 

The book raises many controversial questions such as the advisability of 
home ownership and the desirability of the free-standing house; and the non- 
chalance with which the author condemns the capitalistic system may be a little 
trying to the nerves of those who are not yet ready to see that much-abused 
institution carted away to the sandbank unwept and unsung. But whether or 
not the reader agrees with Miss Bauer’s social philosophy and a certain fond- 
ness for things Baai he will be impressed by the ability and familiarity 
which she brings to her task, and will be ready to compliment her for having 
made a stimulating and entertaining contribution to current housing discussion, 

LUTHER CONANT 


BRECKINRIDGE, S. P. Public welfare administration with special reference to the 
organization of state departments: outline and bibliography, supplementary to 
ublic welfare administration in the United States. Select documents, (Chicago: 
niv. of Chicago Press. 1934. Pp. 34. 25c.) 
Brown, L. G. Social psychology: the natural history of human nature. (New 
York: McGraw-Hill. 1934. Pp. xiii, 651.) . | 
Catt, C. C., and others. Why wars must cease. (New York: Macmillan. 1935, 
Pp. xiv, 156. $1.) 

Co-authors are Jane Addams, Mrs. William Brown Meloney, Mary E. Wool- 
ley, Emily Newell Blair, Mrs. Franklin D. Roosevelt, Judge Florence E. Allen, 
Dr. Alice Hamilton, Florence Brewer Boeckel, and Dorothy Canfield Fisher. 

Davis, W., editor. The advance of science. (New York: Doubleday Doran. 1934. 
Pp. xiv, 400.) 
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DoBBERT, G. Die faschistische Wirtschaft: Probleme und Tatsachen. (Berlin: 
Reimar Hobbing. 1934. Pp. 231.) 

EvgeRETT, S. Democracy faces the future. (New York: Columbia Univ. Press. 
1935. Pp. 269. $2.50.) 

FRANK, R. Social integration. (Boston: Christopher. $1.75.) 

GLENN, P. J. Sociology: a class manual in the philosophy of human society. (St. 
Louis: Herder Book Co. 1935. Pp. x, 409.) 

HAUSER, H. La paix économique. (Paris: Armand Colin. 1935. Pp. 180.) 

HEASON, S. E., and others. Economic citizenship. (New York: College Entrance 
Book Co. 1934. Pp. 256. 75c.) 

HOFFER, C. R. Introduction to rural sociology. Rev. ed. (New York: Farrar and 
Rinehart. 1934. Pp. xiv, 500.) 

HUNTLEY, K. Financial trends in organized soctal work in New York City. 
Welfare Council Res. Bur., stud. no. 4. (New York: Columbia Univ. Press. 
1935. Pp. 354. $3.75.) 

HUXLEY, J. S. Science and social needs. (New York: Harper. 1935. Pp. 303. 
$2.75. 

Jupp, Ou Education and social progress. (New York: Harcourt Brace. 1934. 
Pp. xii, 285.) 

KENNEDY, À. J., and others. Social settlements in New York City: their activities, 
policies, and administration. Welfare Council Res. Bur., stud. no. 2. (New 
York: Columbia Univ. Press. 1935. Pp. 618. $5.) 

KRUTZ, R. H., compiler. Lookin uad a public welfare plan: a digest of recent 
opinion in the fields of social work and public welfare administration. (New 
York: Russell Sage Found. 1935. Pp. 34. 25c.) 

LA FOLLETTE, C. T. A study of the problems of six hundred and fifty-two gain- 
lee employed married women homemakers. Contribs. to educ., no. 619. (New 

ork: ‘Teachers Coll., Columbia Univ. 1935. Pp. 219. $2.) 

Lapp, J. A. and Weaver, R. B. The citizen and his ae a study of 
democracy in the United States, (Newark: Silver Burdett. 1935. Pp. vii, 680, 
xxxii. $1.80.) 

LASKI, H. J. The state in theory and practice. (New York: Viking. 1935. Pp. 299. 
$3. 

D ai H. D. World politics and personal insecurity. (New York: McGraw- 
Hill, 1935. Pp. 314. $3.) 

Lous, W. H. assisted by GAINSBRUGH, M. R. High-level consumption: its be- 
havior, its consequences. (New York: McGraw-Hill. 1935. Pp. xii, 345. $4.) 

MANNHEIM, K. Rational and irrational elements in contemporary society. L. T. 
Hobhouse memorial trust lectures, no. 4, delivered at Bedford College for 
Women, University of London, March 7, 1934. (New York: Oxford Univ. 
Press. 1935. Pp. 36. 75c.) 

“We have progressed so far as to be able to plan society and to plan man; 
but who plans those who plan society ?” 

Murs, O. L. What of tomorrow? (New York: Macmillan. 1935. Pp. 151. $2.) 

A collection of reprints of public addresses made during 1934. In these the 
author discusses inflation, recovery policies and unemployment reserves. While 
critical of current policies, he defends economic liberalism. 

MULLER,H. M., compiler. Federal aid for the equalization of educational oppor- 
tunity. (New York: Wilson. 1934. Pp. 121.) 

QUEEN, S. A., BODENHAFER, W. B. and HARPER, E. B. Social organization and 
disorganization. (New York: Crowell. 1935. Pp. xii, 653. $3.50.) 
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REED, R. The illegitimate family in New York City: its treatment by social and 
health agencies. (New York: Columbia Univ. Press, for the Weltare Council 
of New York City. 1934. Pp. xvii, 385.) ; 

Roemer, W. F., and others. The Catholic church and peace efforts. A report of 
the History Committee. (Washington: Catholic, Assoc. for Internat. Peace. 
1934. Pp. 63. 10c.) 

SELIGMAN, E. R. A. and JoHNSON, A., editors. PAA Sg of the social sci- 
ences. Vol. 14. Servitudes—trade association. (New York: Macmillan. 1934. 
Pp, xxiii, 676.) " 

STOLBERG, B. and VINTON, W. J. The economic consequences of the New Deal. 
(New York: Harcourt Brace. 1935. Pp. 85. $1.) 


Describing “the irreconcilable conflict between capital and labor” as “the 


overwhelming fact of our epoch,” and stating that “the thing that outrages 
our social economy is the irresponsible power of great wealth,” the authors, 
nevertheless, criticize the economics of the New Deal in terms surprisingly like 
those of our rugged individualists. “Capitalist recovery, on the classic lines of 
laissez-faire, has not only been impeded but arrested.” Their next step, how- 
ever, is in another direction. Because it has passed by “the irreconcilable con- 
flict” on the other side and has done nothing fundamental to correct the in- 
evitable unbalance caused by great inequalities in wealth, the New Deal has 
now reached a stalemate. Social plancing on socialist lines, the only real alterna- 
tive to control by the money-changers, “has been sedulously avoided. What- 
ever has been attempted toward benefiting the middle class and our middle class 
minded labor has, by virtue of the essential straddle of the New Deal, simply 
served to intrench Big Ownership. From October, 1933 to October, 1934'pro ts 
rose while real wages fell, unemployment grew and the necessitous multiplied. 
“A first-rate earthquake could have re-established scarcity much more effectively, 
and put all the survivors to work for the greater glory of Big Business—with far 
more speed and far less noise than the New Deal.” 
LINCOLN FAIRLEY 


STONE, W. T. L'industrie des munitions: analyse de l'enquête du Sénat des Etats- 
Unis, 4—21 septembre, 1934. Geneva spec. stud., vol. v, no. 9. (Geneva: 
Geneva R Center. New York: Foreign Policy Assoc. 1934. Pp. 31. Fr. 
suisse 1.) 

With the collaboration of the Section on Research of the Foreign Policy 
Association. 

STUDENSKI, P. Liquor taxes and the bootlegger. A report prepared for the Com- 
mittee on Liquor Control Legislation of the National Municipal League. (New 
York: National Municipal League. 1935. Pp. 79.) 

TUGWELL, R. G., and KEYSERLING, L. N., editors. Redirecting education. Vol. I. 
The United States. (New York: Columbia Univ. Press, 1934. Pp. ix, 273. $3.) 

Contains two chapters by Thomas C. Blaisdell, Jr., on economics in the col- 
lege. ; 

eniron W. D. and JOHNSON, C. S. Race relations: adjustment of whites 
and negroes in the United States. (Boston: Heath. 1934. Ja x, 590.) 

WILKINSON, E. and Couze, E. W by fascism? (London: Selwyn. 1934. Pp. 317. 
8s. 6d.) 

. WoLL, M. Labor, industry and government. (New York: Appletoħ-Century. 
1935. Pp. 341. $2.) 

Woopsury, C., editor. Housing officials’ year book, 1935. (Chicago: National 
Assoc. of Housing Officials. 1935. Pp. vi, 72. $1.) 
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Wootton, B. Plan or no plan. (New York: Farrar and Rinehart. 1935. Pp. 360. 
$1.60.) 

_ Current economic problems. (New York: American Inst. of Banking. 1934. Pp. 

135.) 

Labour and education, (London: The Labour Party. 1934. Pp. 16. 1d.) 

La place rationnelle des syndicats dans les sociétés modernes: la réforme des sys- 
temes fiscaux. Travaux du Congrés des Economistes de Langue Française, 1934. 
(Paris: Domat-Montchrestien. 1934. Pp. 273. 40 fr.) 


This volume is a report of the proceedings of the 1934 meeting of the 
Congrés des Economistes de Langue Francaise, whose membership includes the 
leading economists of France and the French-speaking regions of Belgium and 
Switzerland. | 

The formal report on the first subject was presented by Professor de 
Brouckére of the University of Brussels. The speaker confined his remarks to a 
single type of “syndicat,” the labor union, and its relationship to the employer 
(including employers’ A and to the state. The rôle of the labor union 
in modern society is that of a voluntary organization of free individuals, de- 
signed to promote and protect the interests of its members. As such it should 
enjoy the greatest freedom of action. A democratic state which assures both 
workers and employers of such liberty provides a balance of power which pro- 
motes the best interests of society as a whole. This system is now threatened by 
the development of the corporate state. The situation in Italy, for example, 
where the right to organize is recognized but the right to strike denied to ibar 
is inadmissible. 

In the subsequent discussion the consensus of opinion, although less Pe 
favored the speaker's position. Greater emphasis was placed upon the rôle of the 
state as an arbitrator, and a protector of the public interest. 

Professor Laufenburger of the University of Strasbourg read the second 
Pee pier: on the effects of economic fluctuations on taxes, and the possi- 

ilities of minimizing them. The sensitiveness of tax yields to cyclical fluctua- 
tions depends on the base of imposition of the tax and on the technical organiza- 
tion of the fiscal system. The yield of taxes on business activity is moderately 
stable if the tax is on volume, less stable if levied on prices. The various taxes 
on income and wealth may be classified in an ascending scale of sensitivity but 
no simple generalization is possible. Taxes on consumption give quite stable 
returns. 

Turning to the technical aspect of the problem, the author classifies certain 
current fiscal practices according to their tendency to minimize or aggravate 
fluctuations in yield, supporting his theoretical conclusions by statistical evidence 
from France and Germany. He concludes that fluctuations can be reduced by 
more flexibility in the eee of fiscal practices to the economic situation, and 
by more efficient means of estimating revenue. 

Morris E. GARNSEY 


Proceedings of the National Conference of Jewish Social Service, including joint 
sessions with the National Assoctation of Jewish Center Executives and the 
National Council for Jewish Education, at the annual sesstons, Atlantic City, 
New Jersey, May 26-30, 1934. (New York: Nat. Conf. of Jewish Soc. Serv. : 
1934. Pp. 190.) 

Proceedings of the National Conference of Social Work (formerly National Con- 
ference of Charities and Correction) at the sixty-first annual session beld in 
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Kansas City, Missouri, May 20-26, 1934. (Chicago: Univ. of Chicago Press, 
1934. Pp. xi, 621. $3.) 

The body of the Proceedings is composed of 16 papers devoted to specific 
roblems handled in section meetings and 25 papers delivered in one of the 
ollowing generic classifications: children, delinquent, health, family, indus- 

trial, community life, mental hygiene, social forces, public social work, immi- 
grant, standards, and publicity. 

The personnel of committees for 1934 as given on pages 581-591 might serve 
as a useful Who's Who in social work for anyone not closely acquainted with the 
leaders in this important phase of our national life. 

EDWIN S. BURDELL 


Richmond house numbers in health areas: study of neighborhood statistics. Stud. 
10, sec. 5. (New York: Columbia Univ. Press, for the Welfare Council of New 
York City. 1934. Pp. 141. $1.) 

Social and economic reconstruction in the United States. (New York: World Peace 
Foundation. 1934. ae 

The Social Science Research Council: annual report, 1933-1934. (New York: 
Social Science Research Council. 1935. di v, 44.) 

Up with the houses—down with the slums! (London: Labour Pub. Dept., Trans- 
port House, Smith T Pp. 36. 2d.) 

Statement of the English Labour Party housing policy adopted by the annual 
conference held in October, 1934. — 


Insurance and Pensions 
NEW BOOKS 


BRANNON, V. DE W. Employers’ liability and workmen s compensation in Ari- 
zona, Soc, sci. bull. no. 7. (Tucson: Univ. of Arizona, 1934, Pp. 116. 50c.) 
Cyzio, S. C. Your insurance: tts problems and their solution. (Chicago: Robert 

. Rand Harrold, 213 W. Institute Pl. 1934. Pp. 305. $3.) 

GALL, J. C. Some observations on British experience in the field of employment 
relations and social insurance. (New York: Nat. Assoc. of Manufacturers. 1934. 
Pp. 31. 

cus, R Your money and your life insurance, (New York: Harper. 1935. Pp. 
142. $1.50. 

HARWOOD, K C. and Francis, B. H. Insurance and annuities from the buyer's 
point of view. (Cambridge, Mass.: Am. Institute for Econ. Research, 1200 
Massachusetts Ave. 1935. Pp. 186. $2.50.) 

HORLACHER, J. P. The ak of workmen's compensation in Pennsylvania: a 
study of the Pennsylvania system from the A ais of view of the injured worker. 
Statistical tables (separate pamphlet), (Harrisburg: State House. 1934. Pp. 
xxiii, 161; 238.) 

Tear, H. M., JR. Self-insurance of workmen's compensation in Pennsylvania, 
Ci State House. 1934. Pp. viii, 176.) 

THOMPSON, L. A., compiler. Unemployment insurance and reserves in the United 
States: a selected list of recent references. U. S. Bureau of Labor Stat. bull. no. 
611. Diag lence Supt. Docs. 1935. Pp. 54. 10c.) : 

WEIGERT, O. Administration of Le and unemployment insurance in Ger- 
many. (New York: Industrial Relations Counselors. 1935. Pp. xiv, 241.) 


Oscar Weigert, who for 14 years was a leading executive in the German 


¥r 
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Ministry of Labor, presents a comprehensive survey on the administrative 
methods of labor placement and unemployment insurance in Germany, in- 
cluding a sound analysis of the problems of the German labor market, based on 
the detailed statistics of the employment services and of unemployment insur- 
ance as described in Chapters 5 and 19. 

The book concentrates on the administrative aspects of this branch of social 
work, that is to say, on the problems which arise after the enactment of the basic 
laws concerning placement and unemployment insurance. This is apparently the 
reason why Weigert presents only a few figures about the changing financial 
status of the insurance fund during the recent periods of depression and recov- 
ery. Yet it becomes sufficiently clear that unemployment insurance in Germany 
was not a “failure” as it has sometimes been matntained, but survived one of the 
greatest economic crises. 

We learn that the enactment of a social insurance Jaw is only a first step 
toward a satisfactory solution of the problems involved, and we see in detail that 
this modern branch of public administration is full of intricate questions which 
can hardly be answered in advance by the law itself. Although the constitutional 
basis of administration and its traditions vary from country to country, the coun- 
try which is the last to enact social legislation is in a favorable position to make 
use of previous experiences elsewhere, be they satisfactory or not. 

FRIEDRICH BARRWALD 


The Association of Life Insurdnce Presidents: proceedings of the twenty-eighth 
annual convention held in New York, December 13 ana 14, 1934. (New York: 
Assoc. of Life Insurance Presidents. 1934. Pp. 240.) 

Fire msurance laws, taxes and fees: containing a digest of the statutory require- 
ments in the United States and Canada relating to fire insurance companies and 
agents, with many quotations from the statutes; also a compilation of county 
and municipal taxes and fees. 34th annual ed., rev. to Dec. 1, 1934. (Philadel- 
phia: Spectator Co. 1934. Pp. 775.) 

Fire insurance sales manual and guide to the tariff rules and tariff rates. (San 
Francisco: Underwriters’ Report, Inc., 401 Sansome St. 1934. Pp. 78. $1.) 

New Zealand: report on the insurance statistics of the Dominion for the year 1933. 
(Wellington: Census and Statistics Office. 1935. Pp. 35. 2s.) 

Outline of needed changes in the Pennsylvania workmen's compensation system 
and supporting information, including the law as amended to December, 1934. 
(Harrisburg: State House. 1934. Pp. 175.) 

Report and recommendations of the Unemployment Insurance Commission of the 

tate of Oregon. (Salem: State House. 1935. ae 87.) 

Unemployment Insurance act, 1934: report of the Unemployment Insurance Statu- 
tory Committee, in accordance with Section 20 of the Unemployment Insurance 
act, 1934, on the question of the insurance against unemployment of persons 
engaged in employment in agriculture. (London: H. M. Stationery Office. 1935. 
Pp. 73. 1s. 3d.) 


Pauperism, Charities, and Relief Measures 


NEW BOOKS 
BEATTY, a). D., and others. Occupational changes and relief activities in Allegheny 
County, Pennsylvania, (Pittsburgh: Pittsburgh Personnel Assoc. 1934. Pp. 64.) 
_ CUTTLE, G. The legacy of the rural guardians: a study of conditions in Mid-Essex. 
(Cambridge, England: Heffer. 1934. Pp. viii, 384. 15s.) 
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ELBERT, R. G. Unemployment and relief. (New York: Farrar and Rinehart. 1934. 
Pp. xii, 136. . 
KENNEDY, A. A and BRECKINRIDGE, S. P. The Obio Poor law and its adminis- 
tration, Soc. serv. monog. no. 22. (Chicago: Univ. of Chicago Press. 1934. Pp. 

xii, 233. $2.) | 
If and when the time comes for the liquidation of the vast complex of federal 
and state relief machinery, public administrators and legislative groups will have 
to turn their attention to the problem of adjusting the emergency superstructure 
to the fundamental laws of the several states. Just how difficult this process will 
be depends on how antiquated and unadaptable are the underlying statutes. Miss 


Kennedy’s monograph is the first of a series of poor-law studies to be issued by . 


the University of Chicago social service monographs, starting with the states of 
the old Northwest Territory. She points out, with ample documentation, those 


principles of the poor-laws of 1601 of Queen Eliz ’s reign and subsequent’ - 


seventeenth and eighteenth century English legislation still to be found in the 
Ohio statutes and common law decisions relating to settlement, family responsi- 
bility, local taxation and local administration. l 
Local administration and local responsibility for the poor are two character- 
istics of Ohio’s poot-laws to which attention is directed in the first four rine 
The development of the county poorhouse system and the relation of family 
law to the poor-law is pointed out. One chapter is devoted to a summary of a 
a of litigation in the Ohio Supreme Court. Under a system of local re- 
pa ility, such as exists in Ohio, no township is anxious to provide for more 
its share of the poor. Attempts to “pass on” the burden of the poor fre- 
Er culminated in numerous law suits which in their final adjudication by 


e high court, materially affected the administration of the o of the ` 


state. In another chapter, the excerpts from the attorney-general's opinions indi- 
cate the maze and fog in which uninformed and untrained poor-law officials are 

ed to proyide for the destitute of the state. The author and the editor, 
Miss Breckinridge, conclusively show that no one could intelligently administer 
the antiquated and complicat or-laws under which Ohio continues to labor. 
Thus, notwithstanding state and federal subsidies for outdoor relief, the poor 
of Ohio are, so far as the statutes are concerned, largely at the mercy of the 
township trustees, the almshouse, and the principles of 1601. 

EpwIn S. BURDELL 


Observations concerning the future organization and policies of administration of 
relief in New Jersey. Submitted to the Joint Committee on Relief of the Senate 
and General Assembly of the State of New Jersey by John Colt, chairman of the 
Administrative Council. (Trenton: State House. 1934, Pp. 21.) 

Toward shelter security, (Trenton, N.J.: State House. 1934. Pp. 44.) 

An ERA investigation under the Division of Research and Methods. 


Socialism and Co-operative Enterprises 
NEW BOOKS 
BOWEN, E. R. America’s answer—consumers’ coöperation: a challenge and a call 
to action! Pamph. no. 341. (New York: Codperative League, 167 W 12th St. 
1935. Pp. 16. 10c.) | | 
Haman, É A history of national socialism. Translated from the German. (New 
York: Knopf. 1935. Pp. 455. $4.50.) 


a 
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LENIN, V. I. The foundation of the Communist International, (New York: 
Internat. Pubs. 1934. Pp. my 

LESCURE, J. Le bolchévisme de Staline (le régime des plans), (Paris: Domat- 
Montchrestien. 1934. Pp. 214. 16 fr.) 

Marx, K., and ENGELS, F. Karl Marx and Friedrich Engels: correspondence, 
1846-1895, A selection with commentary and notes. Translated and edited by 
Dona Torr. (New York: Internat. Pubs. 1935. Pp. xvii, 551. $3.75.) 

Mattick, P. The inevitability of communism: a critique of Sidney Hook’s inter- 
pretation of Marx. Polemic pamph. ser., no. 3. (New York: Polemic Pubs., 122 
E. 25th St. 1935. Pp. 48. 25c.) 

PAUL, L. A. Codperation in the U.S.S.R.: a study of the consumers’ movement. 
(London: Gollancz. 1934. Pp. 159.) 

PIERSON, N. G., and others. Collectivist economic planning. Edited by F. A. VON 
HAYEK. (London: Routledge. 10s. 6d.) 

POLN, R. and CHARON, J. G. Les cod pératives rurales et l'état en Tchécoslovaquie 
ei en Roumanie. (Paris: Alcan. 1934. Pp. vii, 160. 25 fr.) 

RUSSELL, B., and others, The meaning of Marx: a symposium. (New York: 
Farrar and Rinehart. 1934. Pp. vi, 144.) 

SHAPLEN, J. and Suus, D., editors. Socialism, fascism, communism. (New York: 
Am. League for Democratic Socialism, 175 E. Broadway. 1934. Pp. 239. $1.50.) 

STALIN, J. and Hook, S. The political and social doctrine of communism; report 
of the work of the Central Committee of the Communist Party of the Soviet 
Union; the democratic and dictatorial aspects of communism. (New York: 
Carnegie Endowment for Internat. Peace. 1934. Pp. 83. 5c.) 

American cod peration, 1934: a collection of Palate and discussions comprising 
the tenth summer session of the American Institute of Codperation at the Uni- 
versity of Wisconsin, July 9-14, 1934. (Washington: Am. Inst. of Codp. 1934. 
Pp. xi, 553.) 

Municipally-owned electric utilities in the United States. (Washington: Supt. 
Docs. 1934. Pp. 64. $1.) 

For socialism and peace: the Labour Party's programme of action. (London: The 
Labour Party. 1934. Pp. 32. 2d.) 

Statement adopted by the annual conference held at Southport in October, 
1934. 
Victory for socialism. (London: The Labour Party. 1935. Pp. 16. 1d.) 


Statistics and Its Methods 


Elementary Statistics: An Introduction to the Principles of Scientific Meth- 
ods. By JAMES G. SMITH. (New York: Holt. 1934. Pp. x, 517. $3.50.) 
Statistics consists of more than the computation of averages, measures 
of dispersion, index numbers, coefficients of correlation, the drawing of 
charts. Applied to the social sciences, statistics is only one of the tools of 
scientific method; and the theory of statistics, meaning thereby not so much 
the mathematical proofs of the methods as an understanding of their logical 
bases and limitations, must be understood in its relationship to the whole of 
methodology, both inductive and deductive. In particular, an understanding 
of the theory of statistical inference, along with the standardized rules of 
logic (familiar to our teachers, but almost unknown to students of the 
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present college generation) is essential to an avoidance of the common 
abuses of statistics. Such is the point of view of the author of this text, and 
such is the spirit consistently applied. This book should be required for 
every graduate student in social science (especially in economics) in his 
first year of graduate work. I only wish I could believe that the typical 
American undergraduate could master it—perhaps he can. At any rate we 
are remiss if we let an economics or commerce major graduate with less. I 
know scarcely a professor, myself included, who could not well afford to 
give careful study to the book. 

In addition to the presentation of the usual techniques of elementary 
statistics (all presented in the spirit above indicated), there are chapters on 
“Genesis of fact marshalling,” “Rational basis of time series analysis,” ‘The 
theory of statistical inference,” ‘The logic of statistical method,” and five 
chapters constituting Part 6, on “The evolution of scientific method’’—three 
historical, one on “Relativity, indeterminancy, and the dynamic view,” and 
one on “Scientific method and the future.” These latter chapters constitute 
a contribution to an understanding of the development of economic doc- 
trine, and deserve a wider reading than they are likely to attract, tucked 
away as they are in the back of what appears on superficial examination to 
be a beginning text in statistics. Some students will disagree with the author's 
interpretations of the doctrines and methods of certain scholars; but the 
analysis is stimulating and suggestive in this admittedly controversial field. 

It is unfortunate that the high level maintained by the bulk of the ma- 
terial is marred by a few errors in the parts dealing with the more mechanical 
phases of statistical methods. The explanation and formula for the weighted 
average-of-relatives index number of prices erroneously employ physical 
quantities as weights, and the matter is made only worse by the thoroughly 
misleading explanation on page 182. The formula for the estimation of the 
mode of a frequency distribution employs, without justification, the total 
frequencies above and below the modal class, Ordinary usage which con- 
siders only the frequencies of adjacent classes would appear to be more: 
_ reliable in most cases. The standard deviation formula erroneously includes 
a + sign. In a few places, in dealing with averages, for instance, description 
of technique looms large, subordinating attention given to the problems of 
the choice of the average to be made in a given case. In the opinion of the 
reviewer the discussion of the geometric and harmonic means is inadequate; 
in brief, he feels that there are available several texts which treat with equal 
or greater clarity the matters of statistical methods, narrowly considered. 
The uniqueness of this text lies in the fields above indicated. From the point 
of view of these broader purposes, it seems that it would have been worth 
while at least to touch on the nature and purposes of multiple acfd partial 
correlation, so the general student would both better understand the limita- 
tions of simple correlation and have some conception of the great potentiali- 
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ties of the broader technique. Details of the technique of multiple correla- 
tion are logically beyond the scope of this introduction, but the student in 
social science should at least become familiar with its existence. We might 
likewise wish that the author had seen fit to guard against some of the com- 
monest misuses of statistics by giving a realistic interpretation of the sig- 
nificance of the size of the Pearsonian coefficient (in terms of relative im- 
provement in estimate, for instance). This might well replace several pages 
of description of bivariate correlation surfaces, which could better be treated 
by means of scatter diagrams. In the reviewer’s opinion too much emphasis, 
for social science, is given to the normal frequency distribution as a norm. 
Finally, we might question the wisdom of the use of the word ““dynamic”’ in 
economics in the double sense of involving the time factor and of denoting a 
changing set of relationships. These are not identical. 

Enough has perhaps been said above to indicate the reviewer's high 
estimate of the value of this volume in the field it especially attacks, the ra- 
tionale of scientific method in social science. The philosophic viewpoint is 
dominant, and the author takes an historical and analytical approach to the 
problems discussed. It is refreshing to find such outspoken criticisms as illus- 
trations of statistical fallacies—tariff data and arguments figure prominently 
as horrible examples. It is surprising to find the number of times materials 
of the 1930’s serve illustrative purposes. The book deserves a place on the 
desk (not simply in the library) of every student of research in social science. 

WIRTH F. FERGER 

University of North Carolina 


NEW BOOKS 


GLEITZE, B. Statistisches Lexikon. (Tübingen: Mohr. 1935. Pp. 464.) 
LENTI, L. Analisi di statistica economica. (Milan: Aracne, 1934. Pp. 166. L. 15.) 
Among Italian works dealing with economic forecasting this study assumes 
an important place. A step was taken in advance, the author concedes, when 
inductive procedures replaced deductive. But a step was taken backward when 
the Harvard committee over-simplified by reducing its basis to three curves. 
Since such curves merely describe a condition, failure to predict 1929 was to be 
expected. It is only with a difference that cycles repeat; and the difference makes 
all barometers fail, since they indicate only what might be, not what must be. 
If rain threatens, we do nothing to prevent it. But if any economic change 
threatens, the actions we take may alter the probability that it will arrive. 
After discussing the theories of various American students and the Institut 
für Konjuokturforschung, the author passes in review the Italian economists 
and takes his own stand. Pantaleoni had an idea which he gave to Benini, who 
was the first to publish it, the idea that we cannot do more than prepare, and 
keep always up to date, a “dictionary” of T Such a summary study 
Lenti here attempts. His chapters necessarily include “only a few of the many 
topics which a good dictionary of economic forecasting ought to include. But 
ours is an attempt, a simple sketch, of the dictionary conceived by the two 
masters of economic analysis.” 
Expository records comprise the greater part of the volume. The Italian 
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statistical series presented are mostly of a type familiar in other countries. There 
is emphasis on interpretative aspects, on normal and abnormal and their sig- 
nificance. Among the topics discussed are daily sensitive indices of stock ex- 
change prices, Baily clearing house transactions, volume of stock exchange 
transactions, the money market, new flotations, retail prices and cost of living, 
wholesale prices, bankruptcies and protests, railroad trafic, employment and 
building. The chapters are painstakingly done, and while the author shuns con-. 
clusions he yet announces his expectation to go farther in another volume. 
ROBERT F. FOERSTER 


Contributi del Laboratorio di Statistica, Pubblicazioni della Università Cattolica 
del Sacro Cuore, ser. 3. (Milano: Soc. Ed. “Vita e Pensiero.” 1934. Pp. 460. 
L.50.) 

The present volume consists of thirteen valuable statistical investigations in 
several well defined fields. The first, by the director of the laboratory, Marcello 
Boldrini, is an original genetic discussion of European races. Professor Boldrini 
analyzes European population with respect to the three criteria of pigmentation, 
cephalic index and body height, applying his method of attack to five accepted 
European races. His results enable him to classify authoritatively the five races . 
in the following descending order of “purity’—Nordic, Mediterranean, East 
Baltic, Dinaric and Alpine. 

More than half of the essays deal with problems of population statistics, 
with particular emphasis on the Italian situation. Two studies in theoretical 
statistics by P. Martinotti are included: ‘The calculus of the rate of elimina- ’ 
tion,” and “Interpolation and trigonometric series;’’ also, a report by Professor 
Fanfani on the Milan price revolution of 1500-1680, and a tribute by A. Ugge 
to the eighteenth century English clergyman-statistician, William Derham, for 
his pioneering work in political arithmetic. 

An English, French, German and Italian summary is appended to each essay. 
. , H. A. FREEMAN 
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printed for the use of the Committee. These cover hearings between March 8 
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velopment; economic factors; public policy; and a chapter of conclusions and 
recommendations. 


Circular No. 323 of the federal Department of Agriculture deals with Trad 
ing in Privileges on the Chicago Board of Trade, by Paul Mehl (1935, pp. 79, 
10c.). This presents the results of a thorough study of trading in privileges in 
grain futures (known also as indemnities, puts and calls, and bids and offers) 
as conducted on the Chicago Board of Trade from the early sixties until July 
24, 1933. It is believed that this is the only comprehensive report ever published 
of the extent of trading in privileges. 


A Letter from the Secretary of Agriculture on Industrial Prices and Their 
Relative Inflexibility has been issued as Senate Document No. 13, 74th Congress, 
Ist Session (pp. 38, 5c.). 


The federal Department of Agriculture has mimeographed a copy of The 
Modern Settlement Movement in Germany, by Charles P. Loomis, agricultural 
economist (1935, pp. 68). This contains a bibliography of the rural settlement 
movement covering seven pages. 


Labor 


The ae ik to the President of the Committee on Economic Security was pub- 
lished under date of January 15, 1935 (Washington, Supt. of Docs., pp. 53). 
This is followed by a Supplement (pp. 18). 


The Decisions of the National Labor Relations Board for the period July 
9—-December, 1934 has appeared (Washington, Supt. of Docs., pp. 223, 20c.). 


The Women’s Bureau of the federal Department of Labor has issued the fol- 
lowing bulletins: 

No. 118, The Employment of Women in Puerto Rico, by Caroline Manning 
(pp. 34, 5c.). 

No. 119, Hours and Earnings in the Leather-Glove Industry, by R. G. Smaltz 
and A. N. es (pp. 32, 5c.). 

No. 120, The Employment of Women in Offices, by Ethel Erickson (pp. 126, 
15c.}. 

No 121, A Survey of the Shoe Industry in New Hampshire, by A. L. Peter- 
son (pp. 100, 10c). 

No. 122, Variations in Wage Rates under Corresponding Conditions, by 
M. E. Pidgeon (pp. 57, 10c.). 

No. 124, Women in Arkansas Industries, by Bertha Blair (pp. 45, 5c.). 

No. 128, Potential Earning Power of Southern Mountaineer Handicraft, by 
B. M. Nienburg (pp. 56, 10c.). 


Public Finance 


For the use of the Congressional Joint Committee on Internal Revenue 
Taxationethere has been published A Summary of the British Tax System, with 
Special Reference to Its Administration, by Roswell Magill, L. H. Parker and 
E. P. King (pp. 61, 10c.). 


NOTES à 


The next annual meeting of the AMERICAN ECONOMIC ASSOCIATION will be 
held in New York, December 26-28, with headquarters at the Hotel New 


Yorker. 
The following names have been added to the membership of the AMERICAN 


ECONOMIC ASSOCIATION since February 1: 


Baska, L., St. Benedicts College, Atchison, Kan. 

Barnwell, G. W., Stevens Institute of Technology, Hoboken, N.J. 

Blair, J. J., 3133 Breckinridge St, Pittsburgh, Pa. > 
Borth, D., Jr., West Virginia University, 28 Woodburn Hall, Morgantown, W.Va. i 
Brainard, H. G., 435 Commerce Bldg., University of Illinois, Urbana, IL. 

Brown, G. T., Seton Hill College, Greensburg, Pa. 

Bryant, L., Personnel Div., Tennessee Valley Authority, Knoxville, Tenn. 

Cheyney, W. J., National Retail Furniture Co., 2 Whittlesey Rd., Trenton, N.J. 

Corey, C. S., Keuka Park, N.Y. 

Curtis, W. R., 435 Commerce Bldg., University of Illinois, Urbana, Ul. 

Dean, J. P., 607 S. Fess St, Bloomington, Ind. 

Garrett, S. S, 115 Oak Hill Rd., Ithaca, N.Y. 

Hinrichs, A. F., U. S. Bureau of Labor Statistics, Washington, D.C. 

Hurff, G. B., Jr., 29 S. Woodland Ave., Woodbury, N.J. 

Joseph, W. E., 337 Oaklane, Glenolden, Pa. 

Kouperman, A. B., 5129 University Ave., Chicago, I. 

Lewis, A. B., 2 Grey Gardens East, Cambridge, Mass. 

Locke, H. D., 7 Bonwood St., Newtonville, Mass. 

Mayer, L. K, 215 Middle Neck Rd. Great Neck, L.I, N.Y. 

Micoleau, H. Le B., Tri-Continental Corp., 54 Wall St., New York City. 

yoni ae Washington Mutual Savings Bank, 1101 2nd Ave., Seattle, Wash. 

Murphy, F. F., Georgetown University, Washington, D.C. 

Paris, J. D., 321 Fourth Ave. North Pelham, N.Y. 

Parry, C. L., Metropolitan Life Insurance Co., Business Research Bureau, New York City. 
Price, R. J., c/o The Jemison Companies, Birmingham, Ala. 

Roesch, W. L., 1204 S. 48th St., Tacoma, Wash. 

Sammons, W., 536 Deming PL., Chicago, Ill. 

Sham, D., 2228 Durant Ave., Berkeley, Calif. à 
Taylor, O. H., E-22 Adams House, Cambridge, Mass. 

Walsh, J. R., D-12 Leverett House, Cambridge, Mass. 

Waring, F. A., 2123 R St, N.W., Washington, D.C. 

Warrington, W. E., 102 Hare Bldg., 36th and Spmice Sts., Philadelphia, Pa. 

Widener, H. W., 58 N. Harlem Rd., Bufalo, N.Y. 


The American Council of Learned Societies has prepared a memorandum with 
regard to the assistance which may be granted for the publication of works in 
the humanities by American scholars. Detailed information may be obtained 
from the secretary of the Council, Mr. Waldo G. Leland, 907 15th Street, Wash- 
ington, 

A Conference on Population Studies in Relation to Social Planning was held ~ 
under the auspices of the Population Association of America in tele ne 
May 2-4, 1935. Information in regard to the proceedings may be obtained from 
the secretary, 308 Victor Building, Washington. The Association is now pub- 
lishing Population Literature. Notes on research in progress will be reported 
from time to time. 


The Third Conference on Business Education will be held at the University 
of Chicago, June 27-28, under the auspices of the School of Business. The sub- 
ject will be “Business Education and. Money Management.” Further informa- 
tion may be obtained from Dean W. H. Spencer, School of Business, University 
of Chicago. 


See 


1935 | Notes 405 


The Institute of Public Affairs will hold its ninth annual session at the Uni- 
versity of Virginia from June 30-July 13. The program will include the fol- 
lowing topics: “Economic Security and Taxation for Prosperity,” ‘The Signifi- 
cance of American Membership in the International Labor Office,” “Our Latin- 
American Relations,” and ‘“American-German Relations.” 


The third annual session of the Summer Institute for Social Progress will be 
held on the campus of Wellesley College July 6-20. The central theme of thts ses- 
sion will be “Social Planning in an Age of Conflict.” 


The University of Denver is sponsoring an Institute of Public Affairs from 
June 18-August 28, dealing with the general subject, “The Interpretation of 
the Current American Scene.” The unit of economics will hold its sessions from 
July 9-19; and at these sessions “The Monetary Question,” “American Securi- 
ties Market,” and “The Socio-Economic Security” will be under discussion. Fur- 
ther information may be obtained from E. U. Bourke, acting director of the 
Publications Bureau, University of Denver. 


The sessions of the Fabian Summer School will be held August 3-31 at 
Frensham Heights, Rowledge, Nr. Farnham, Surrey, England. Further informa- 
tion may be obtained from the Fabian Society, 11 Dartmouth Street, Westmin- 
ster, London, S.W., 1. 


The International Union for the Scientific Investigation of Population Prob- 
Jems will hold the third general assembly in Berlin on September 9-15. The 
Congress has the following divisions: (1) population statistics; (2) biology 
and race hygiene; (3) social, economical, and psychological problems of popula- 
tion; (4) medicine and hygiene. Further information may be obtained from the 
general secretary, care of the London School of Economics, Houghton Street, 
London, W.C. 2. i 


It has been announced that a new graduate school in banking will be estab- 
lished at Rutgers University under the directorship of Dr. Harold Stonier. Dr. 
Eugene E. Agger will serve as associate director. The course will be covered in 
six weeks of resident study divided into two weeks for each of three summers, 
and twenty months of supervised home study. 


The Central Codperative Wholesale, owned and operated by 101 codperative 
retail stores in Minnesota, Wisconsin and Northern Michigan, dedicated its new 
headquarters in Superior, Wisconsin, April 13. 


The Bulletin of the Taylor Society has been discontinued ; however, the Taylor 
Society has formed a federation with the Society of Industrial Engineers under 
the name, Federated Management Societies. The federation is publishing a new 
bulletin called Bulletin of the Taylor Society and of the Society of Industrial 
Engineers. 


The Agricultural Adjustment Administration of the federal Department of 
Agriculture is publishing a bulletin entitled Land Policy Review, presenting cur- 
rent information concerning national, state and local land research, planning and 
policy. "i 

A new German journal is announced, entitled Archiv fiir mathematische 
Wirtschafts- und Sozialforschung, edited by Dr. Aloys Timpe and Dr. Paul 
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Riebesell. The price per year is RM.10. Copies may be purchased from the 
Verlag Hans Buske in Leipzig. . : 

Dr. Oswald Frederick Boucke, professor of economics at the Pennsylvania 
State College, died March 12, 1935. : 


Dr. Edward Cannan, professor emeritus of political economy at the Uni- 
versity of London, died April 8, 1935. 


Professor Oscar Clemens Helming of the department of economics at Carleton 
College died at Minneapolis on April 10, 1935. 


Appointments and Resignations 


A, J. Barlow of the University of Virginia will give courses during the com- 
ing summer at the University of Southern California. 


Burnham P. Beckwith, instructor in economics at the University of Kansas, has 
been appointed to the research staff of the study of human nature and the social 
order conducted by Dr. E. L. Thorndike at Columbia University. 


Truman C. Bigham of the College of Business Administration, University 
of Florida, has been acting during the current academic year as economic con- 
sultant for the Florida Emergency Relief Administration in connection with a 
study of income and expenditures in the state of Florida. 


Henry J. Bittermann has been advanced to the rank of assistant professor 
of economics at Ohio State University. 


A. G. Black, now director of the livestock and feed grains division of the 
Agricultural Adjustment Administration, will become chief of the Bureau of 
Agricultural Economics. 

John G. Blocker, assistant professor of accounting at the University of Kansas, 
had his leave of absence extended during the second semester of 1934-35 to aid 
in directing the accounting division of the Kansas Emergency Relief Committee. 

James F. Bogardus has obtained a leave of absence from the Wharton School 
to serve as deputy secretary of forests and waters for the Commonwealth of 
Pennsylvania, i 

E. L. Bogart of the University of Illinois has been appointed a member of the 
State Advisory Committee on Work Relief and Rehabilitation of the Illinois 
Emergency Relief Commission. i | 

T. H. Boggs, professor of economics at Stanford University, will offer courses 
at the University of British Columbia during the summer session. 


Karl R. ped aad the University of Missouri will teach courses in finance at the 
University of Washington during the summer session. 


Charles J. Bullock retires as professor of economics at Harvard University, at 
the end of the current year. 


John B. Canning, professor of economics at Stanford University, is serving 
as economic adviser to the legislative committee of the California Medical As- 
sociation in connection with the legislative program for health insurance of that 
association. During the summer he will teach at the College of Economics and 
Business at the University of Washington. 


“f 


1935 | Notes 409 


J. Wesley Sternberg, formerly of the University of Kansas and Ohio State 
University, -has been appointed economist to the Federal Trade Commission. 


Craig T. Stockdale is a teaching assistant at Princeton University. 


Theodore Suranyi-Unger of Szeged University will be a visiting professor at 
the University of Southern California during the second summer session. 


Frank William Taussig retires as professor of economics at Harvard University 
at the end of the current year. 


George W. Taylor, research associate in the industrial research department 
of the Wharton School, is impartial chairman of the Men’s Clothing Industry 
for the eesti ern Market, impartial chairman of the Full-Fashioned Hosiery 
Industry, and inistration member of the Hosiery Code Authority. 


Raymond D.: Thomas of the Oklahoma Agricultural and Mechanical College 
has been granted a leave of absence to serve as a member of the Oklahoma Tax 
Commission. 


B. Alden Thresher has been promoted to the rank of associate professor in 
the department of economics and social science at the Massachusetts Institute 
of Technology. 


Edward C. Welsh, instructor in economics at Ohio State University, will teach 
in the summer school at the University of Cincinnati. 


C. R. Whittlesey of the economics department at Princeton University has 
been granted leave of absence for the academic year 1935-36, which he plans 
to spend at the University of Kiel and the University of Vienna. 


William H. Wynne, research associate at Yale University, has taken over 
Professor Remer’s work at the University of Michigan during the latter's ab- 
sence. 


New McGRAW-HILL Books 


Thom pson—POPULATION PROBLEMS—New Second Edition 


By Warren S. Thompson, Miami University. McGraw-Hill Publications in Sociology. 
Second edition. 495 pages. $4.00. 


Barker and Anderson—PRINCIPLES OF RETAILING 


By Clare Wright Barker, Indiana University, and Ira Dennis Anderson, Ohio Wesleyan 
University. 464 pages, $4.00. 


Spengler and Klen—INTRODUCTION TO BUSINESS 
By Edwin H. Spengler and Jacob Klein, Brooklyn College. 829 pages, $4.00. 


Patterson—SOCIAL ASPECTS OF INDUSTRY—New Second Edition 
By S. Howard Patterson, University of Pennsylvania. Second edition. 578 pages, $3.00. 


Dummeier and Heflebower—ECONOMICS WITH APPLICATIONS TO 
AGRICULTURE 


i 
By Edwin F. Dummeier and Richard B. Heflebower, State College of Washington. 742 
pages, $3.75. 


Maclean—LIFE INSURANCE 


By Joseph B. Maclean, Mutual Life Insurance Company of New York. McGraw-Hill 
Insurance Series. Third edition. 550 pages, $4.00. 


de Haas—THE PRACTICE OF FOREIGN TRADE 
By J. Anton de Haas, Harvard University. Ready in June. 


Elder—-FUNDAMENTALS OF INDUSTRIAL MARKETING 
By Robert F. Elder, Massachusetts Institute of Technology. 315 pages, $3.00. 


Chapin—CREDIT AND COLLECTION PRINCIPLES AND PRAC- 
TICE—New Second Edition 


By Albert F. Chapin, New York University. Ready in June. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 


0 West 42nd Street New York, N.Y. 
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THE RECIPROCAL TRADE AGREEMENTS ACT 
OF 1934 


The Trade Agreements act of 1934, like reciprocity measures in general, represents 
a form of tariff discontent. Recent commercial policies have been highly restrictive, 
being a phase of the intense economic and political nationalism which developed during 
and after the World War. The Act authorizes the President within certain limits to 
enter into reciprocal agreements with foreign powers making mutual trade concessions 
for the purpose of expanding foreiga markets for American products. In carrying out 
this purpose the Department of State has insisted upon the application of the principle 
of the most-favored nation treatment in its unconditioned form. Up to May, 1935, trade 
agreements had been completed with Cuba, Brazil, Belgium and Haiti, and negotiations 
are in progress with several other countries. The concessions in the treaties already con- 
cluded are substantial and cover a large part of the commerce between the negotiating 
parties, The realization of the purpose embodied in the Act will depend in large part 
upon the number and commercial status of the countries with which agreements are 
made. One difficulty in bringing negotiations to a successful close is the opposition of 
numerous small and high-cost industries. 


General Nature and Significance 


American tariff policy since the passage of the Hawley-Smoot act of 
1930 has been showing signs of reaction against the growth of the intense 
economic nationalism which found expression in that act and in the Ford- 
ney-McCumber law of 1922. While this reaction has by no means developed 
into a policy looking toward a reversal of tariff attitude, the law passed by 
Congress in June, 1934, granting the President the power within certain 
limits to enter into reciprocal treaties with foreign countries making mu- 
tual trade concessions shows some appreciation of the rôle that foreign 
commerce plays in the country’s economic life and the implications of that 
rôle. The inconsistency of putting forth vigorous efforts to develop a great 
export trade, build a large merchant marine to carry the bulk of our foreign 
commerce and maintain the status of a creditor country, and at the same 
time erect high tariff barriers against imports is being realized—at least 
dimly—by an increasing proportion of our business population. 

Reciprocity and tariff protection are not inconsistent policies. In the 
United States a régime of high protection has usually been accompanied 
or followed by some demand for special trade concessions between this and 
other countries in the interest of commercial expansion. In other words, 
reciprocity movements are, in considerable measure, a response to tariff 
discontent. While treaties resulting from such movements do not as a 


412 Abraham Berglund [September 


rule affect materially the price levels of the owman involved—at least 
where they do not include all countries furnishing or capable of furnishing 
the entire supply of a given product—they still have a significance as efforts 
to mitigate the effects of trade restrictions. 


Factors Shaping Recent Commercial Policies 


Before discussing the legislation modifying the Tariff act of 1930 and 
the treaties entered into under this legislation, some consideration should 
be given to the influences at work in the development of recent trade 
policies. Proper consideration of tariffs and other restrictive measures in- 
volves more than a simple survey of import duties, quotas, exchange ma- 
nipulations, and the like. Such instances are mere surface indications of 
governmental attitudes toward commerce as a whole, and are more or 
less bound up with current philosophies concerning national well-being. 
A particular industry, for example, may succeed in obtaining some special 
favor from the government in the way of a subsidy or a tariff safeguard 
against foreign competition. Such a favor, however, becomes typical of a 
general trade tendency only when a governmental régime has as one of 
its objects a large measure of state or national self-sufficiency as a matter 
of economic or political policy. 

Attempts to shape the course of commerce since the close of the World 
War, both in this country and in -foréign lands, have been profoundly 
influenced by the growth of an accentuated nationalism. This exaggerated 
nationalism arose out of a set of conditions whose origin may be traced 
to the World War. Such conditions are not peculiar to any-one world 
struggle or long-continued conflict. They existed in Europe, and to some 
extent in the United States, after the close of the Napoleonic wars. They 
were active as a determining influence in American tariff policy after the 
Civil War. They were especially potent after the close of the World War, 
overcoming for a time at least the effects of an industrial technique making 
for enlarged trade and world markets. 

These conditions are associated with one or both of two groups of phe- 
. nomena: the establishment within a country during a period of interrupted 
trade of new industries whose products had formerly been imported; and 
the development of a spirit of political and military loyalty in a time of 
national emergency. With respect to the first it was interrupted commerce 
in the years immediately following 1914 that led to the establishment 
of a large proportion of our present chemical and ferro-alloy industries 
and to a renewed interest in shipbuilding and the development of an ex- 
tensive national mercantile marine. These industries as a matter of self- 
protection urged tariff safeguards, subsidies, and other governmental aids 
as preventives of foreign industrial invasion. Special industrial interests 
were thus identified with national economic interests. 
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In regard to the second of our two groups of phenomena, great inter- 
national struggles like the Napoleonic wars and the recent World War 
tend to stimulate devotion to what are regarded as national interests or 
ideals. Each belligerent country, notwithstanding associated efforts as allies, 
becomes keenly alive to what it considers its own rights or claims. Ques- 
tions concerning the settlement of political boundary lines, shares in the 
spoils of war, control of resources affecting directly or indirectly military 
strength, are debated and answered from the standpoint of the real or 
supposed interests of individual nations. Suspicions regarding the motives 
of foreign statesmen foster an attitude toward problems of international 
relationships which is opposed to the spirit of what is sometimes called 
internationalism. The creation of several new and independent states out 
of parts of the former Russian, Austrian-Hungarian and German empires 
served to foster this general trend toward nationalism with its inevitable 
accompaniment of high tariff barriers and other trade restrictions. Political 
power must have an economic basis. One of the most obvious methods of 
establishing such a basis is to encourage home industry by restricting com- 
petition from abroad. 

This intense nationalistic attitude generally survives after the conditions 
which led to its development have passed away. An observer at the London 
Conference of 1933 makes the following comment on the spirit prevail- 
ing at that gathering: 

While the London Conference staggered on from crisis to adjournment, 
one general conviction that began only as oe and pessimistic surmise 
has o grown to a certainty. Put brutally, it is that—barring a political 
miracle—the whole world is in for the worst dose of economic nationalism 
that it has ever seen. Worst because it will be deliberate; because the tools are 
at hand to make it more absolute than ever before; and because the condi- 


tions are present that will probably make the resulting dislocation of existing 
national economics more painful than ever before.2 


The accuracy of the writer's portrayal of the spirit that pervaded the 
conference can hardly be questioned. The direful forecast contained in 
this portrayal, however, ignored important developments which were grad- 
ually undermining or at least modifying the nationalistic spirit which had 
developed as a result of the World War. In 1929 occurred the financial 
collapse which ushered in the present business depression. World com- 
merce, based upon the reports of 109 countries, declined from a turnover 
value (exports and imports) of $68,152,300,000 in 1929 to about 
$24,000,000,000 in 1933.? The share of the United States in this commerce 


*W. Y, Elliott in the Atlantic Monthly, October, 1933, p. 424. 

* Foreign Commerce Year Book, 1933, p. 342. Press release, Department of State, 
Address of Hon. Cordell Hull, Secretary of State at the World Trade Dinner, Hotel 
Commodore, New York City, Nov. 1, 1934. 
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for the same period declined from $10,050,840,000 to $3,443,305,000.* 
This fall in the value of the commodities entering into international trade 
represented a real reduction in volume as well as in value. 

The early stages of this decline were marked by various restrictive meas- 
ures designed to limit possible foreign competition. In 1930 Congress 
passed the Smoot-Hawley Tariff act, which increased materially the im- 
port duties on a variety of products over those of the Act of 1922. With 
the decline of commodity prices as the business depression became more 
acute, the specific rates in this act became greater on an ad valorem basis, 
and hence more restrictive. In foreign countries limitations were also being 
placed on imports. In addition to tariffs, vartous kinds of quantitative re- 
strictions were employed. Among the more common of these were the 
linked-purchasing or mixing regulations, the various quota systems, the 
establishment of import monopolies licensed by the government to receive 
given products, and governmental limitation of the amounts of foreign 
exchange which importers could obtain for the purchase of their commodi- 
ties from abroad. These quantitative restrictions were for the most part 
new devices in the regulation of international trade. Up to 1928 imports 
had been limited mainly by tariff duties. Sanitary restrictions had indeed 
been in effect in several countries, largely to prevent the spread of plant 
diseases; but they played a secondary réle. Since 1928, and especially after 
1929, the quantitative measures mentioned have assumed great prominence. 

Such limitations could not but affect—and that profoundly—a world 
economy geared to a heavy interchange of commodities between nations. 
Probably no country has greater potentialities for the development of a 
“self-contained” economy than our own. Nevertheless, many of our leading 
manufacturing industries are dependent for raw materials upon foreign 
lands. Some of our most important manufacturing concerns are organized 
to serve foreign as well as domestic markets. In the field of agriculture 
and closely related manufactures many of our leading products are nor- 
mally sold in large quantities abroad. A compilation made by the Depart- 
ment of Agriculture a few years ago of certain farm commodities averaged 
for the years 1926-1930 showed the following ratios of net exports to 
domestic production: cotton, 58.8 per cent; prunes, 49.7 per cent; to- 
bacco, 33.9 per cent; raisins, 53.8 per cent; lard, 31 per cent; rye, 30 
per cent; apples, 20.2 per cent; and wheat, 18.5 per cent.‘ Such a showing 
has a very obvious beating on the relationship of American farm prosperity 
to foreign trade. 

Among the anomalies of American commercial policy has been an at- 
tempt to maintain the creditor status achieved during the World War and 

3 Statistical Abstract, 1934, p . 405. e 

t World Trade Barriers in Relation to American Agriculture. Letter from Secretary of 


Agriculture transmitting a Report on Senate Resolution no. 280, 72nd Congress, First 
Session, p. 18. . 
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the position of a leading merchant marine nation. In addition to the na- 
tional war debts, the Bureau of Foreign and Domestic Commerce esti- 
mated “our net private long-term foreign investments” in 1932—mostly 
made after the war-——at $12,000,000,000, practically the same as the out- 
standing obligations of foreign governments held by our government.’ 
During the World War and the two or three years following its close the 
government of the United States built or acquired a mercantile fleet of 
14,705,281 dead-weight tons at a cost of over 3 billion dollars. A de- 
clared policy of the government was to maintain a merchant marine capable 
of carrying over 50 per cent of the country’s foreign commerce.” Under 
the Merchant Marine act of 1928 our government advanced loans for the 
construction and reconditioning of vessels which by June 30, 1934, had 
amounted approximately to $108,000,000, and had paid in subsidies to 
steamship lines, $119,000,000.° This attempt coincided with a policy de- 
voted to the erection of high trade barriers making it difficult for foreign 
debtors to meet their obligations and limiting the opportunities of Ameri- 
can ship-owners to expand or even maintain their foreign services. The 
practical repudiation of most of the war debts due us by foreign govern- 
ments and the dubious status of much of the country’s private investments 
abroad are not unrelated to a trade policy inconsistent with a creditor 
status. As for the efforts to maintain a large merchant marine on the high 
seas—t.e., export transportation service—the conflict between these efforts 
and our tariff policy is at least partially indicated by a practically steady 
decline of over 50 per cent in the gross tonnage of American vessels en- 
gaged in foreign trade between the years 1921 and 1934.® 


The Reciprocal Trade Agreements Act 


How much of the recent decline in American commerce is to be attributed 
to this country’s tariff policy, how much to trade restrictions abroad, and 
how much to other factors entering into the present industrial depression 
are of course impossible to determine. It is reasonable, however, to assume 
that the rôle played by high tariff barriers and other trade restrictions was 
an important one, and still acts as an impediment to trade recovery. This 
attitude was the one taken by the Congress which passed the Reciprocal 
Trade Agreements act of 1934. 


* Department of Commerce, Bureau of Foreign and Domestic Commerce, The Balance 
of International Payments of the United States in 1932, p. 32. 

* Report of the Interdepartmental Committee on Shipping Policy (mimeograph copy), 
p. 26. 

"Merchant Marine act of 1920. 

* Repost of Interdepartmental Committee on Shipping Policy, pp. 32 and 33. 

"The actual decline according to the figures published by the Commissioner of Navi- 
gation was from 11,077,398 gross tons in June, 1921, to 4,597,586 gross tons in June, 1934. 
Bureau of Navigation and Steamboat Inspection, Merchant Marine Statistics, 1934, p. 30. 
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This act takes the form of an amendment to the Tariff act of 1930, and 
is an addition at the end of Title HI of that act. As already mentioned, 
power is given the President to enter into reciprocal treaties with foreign 
countries on the basis of mutual trade concessions. The passage of the law 
is “for the purpose of expanding foreign markets for the products of the 
United States (as a means of assisting in the present emergency in restor- 
ing the American standard of living, in overcoming domestic unemploy- 
ment and the present economic depression, in increasing the purchasing 
power of the American public, and in establishing and maintaining a better 
relationship among various branches of American agriculture, industry, 
mining, and commerce). The President is “to proclaim such modifications 
of existing duties and other import restrictions, or such additional import 
restrictions, or such continuance, and for such minimum periods, of existing 
customs or excise treatment of any article covered by foreign trade agree- 
ments, as are required or appropriate to carry out any foreign trade agree- 
ment that the President has entered into hereunder.” 1° 

The power of the President in these trade agreements is subject to im- 
portant limitations. “No proclamation shall be made increasing or de- 
creasing by more than 50 per centum any existing rate of duty or transfer- 
ring any article between the dutiable and free lists.” The authority given 
the President by this act terminates on the expiration of three years from 
the date of its enactment. Nothing in this law is to be construed as giving 
any authority to cancel or reduce in any manner, any of the indebtedness 
of any foreign country to the United States. There was also imposed an 
obligation to give reasonable public notice of the intention to negotiate 
an agreement in order that any interested person may have an opportunity 
to present his views and seek information and advice from the United 
States Tariff Conimission, the Departments of State, Agriculture and Com- 
merce, and from such other sources as the President may deem appro- 

riate. 
: A committee known as the Committee for Reciprocity Information was 
established by Executive Order to receive information and views from 
parties interested." This committee held its first meeting on July 3, 1934, 
under the chairmanship of United States Tariff Commissioner, Thomas 
Walker Page. At this session it adopted regulations for the guidance of 


“An Act to Amend the Tariff Act of 1930 (H.R. 8687—73rd Congress), Part III, 
section 350 (a). : 

“The members of this committee were the following: Thomas Walker Page, vice- 
chairman, U. S. Tariff Commission; Robert Frazer, American Consul General, Depart- 
ment of State; Leslie A. Wheeler, in charge of Foreign Agricultural Service, Department 
of Agriculture; Henry Chalmers, Chief, Division of Foreign Tariffs, Department of Com- 
merce (acting); John Lee Coulter, former member of the U. S. Tariff Commision, and 
now connected with the Office of the Special Adviser to the President on Foreign Trade; 
and H. D. Gresham, acting chief, Imports Division, National Recovery Administration 
(acting). 
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persons desiring to present their views in connection with any proposed 
agreement. 

The legislation described proposes a method of tariff-making which is 
designed to give greater scope to the demands of national welfare and less 
to those of special or local interests. Hon. Robert L. O’Brien, chairman 
of the United States Tariff Commission, in a recent radio address thus 
describes tariff-making as it has been done in this country in the past: 


Tariff-making, as Americans have known it, is not a process which can be 
expected to increase foreign trade. Its aim has usually been to restrict im- 
- ports. ... Tariff-making in the past has been a congressional job... . A ses- 
sion in which tariff revision was taking place was always a Roman holiday 
for lobbyists and petitioners. It was a time when every producer, every manu- 
facturer, no matter how poor his claim, how high his costs, how wasteful 
his methods, or how small his industry, begged, cajoled, or demanded the 
added tariff which he maintained was necessary to keep his shop open. It 
mattered not if the process was ill-suited to American labor. It mattered not 
if the whole Nation was heavily taxed for the sake of a neighborhood. It 
mattered not if the exclusion of the foreign product lost us better customers 
abroad than ever the protected industry could offer... . It is a matter of small 
wonder that the resulting tariff act, instead of giving reasonable protection 
yet preserving the main channels of foreign trade, represented all too often 
a complex schedule of ill-considered subsidies, 


The new trade-agreements program, while seeking an increase in the 
foreign commerce of the United States, does not abandon the principle 
of “reasonable” protection. It “recognizes that trade is a business of both 
buying and selling, and that if we do not buy we cannot sell.” Out of the 
mass of data collected by the recently-formed Interdepartmental Trade 
Agreements Committee and such special committees as may be organized 
by the trade agreements committee two groups of items are compiled. 
One consists of concessions on the part of the foreign power with which 
have begun negotiations promising the largest gain for American exports 
to that country, and the other of concessions which the United States can 
safely make on the imports supplied by that country. The avowed purpose 
of the law is to create employment, increase workers’ wages thus raising 
the general standard of living while at the same time protecting American 
industries.** The criterion adopted in making concessions, although not 
always stated, seems to be whether a given reduction in tariff rates promises 
for this country greater industrial expansion and more employment as 
a result of the concessions made abroad than the possible loss to the labor 
and capital employed in the industries directly affected by reduced duties 
at home. 


” Reciprocal Trade Agreements and the Recovery Program. Addresses by Hon. Cordell 
Hull and Hon. Robert L. O'Brien, March 23, 1935 (Washington, Supt. of Docs.), pp. 9 
and 10. 

» Ibid., pp. 10 and 14, 
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The Department of State and the Most-Favored-Nation Treatment 


In announcing the President’s proclamation of the trade agreement with 
the Belgo-Luxemburg Economic Union, the Department of State declared 
that “the commercial policy of the United States must, in the interest of 
our foreign trade, be designed to accomplish two objects: namely, (1) 
mutual and reciprocal reductions in trade barriers, and (2) the removal or 
prevention of discriminations against American commerce. It is hoped 
to accomplish the first object by means of trade agreements such as that 
with the Belgo-Luxemburg Economic Union, involving reciprocal reduc- 
tions in barriers to trade. It is hoped to accomplish the second object by 
means of the policy described below.’ 

In elaborating on the second object the declaration states that “equality 
of treatment is the keynote of the foreign commercial policy of the gov- 
ernment of the United States. The United States neither seeks nor accords 
preferential, discriminatory treatment—it asks only that a foreign country 
treat American commerce no worse than it treats the commerce of any 
third country, and in turn accords equality of treatment to the commerce 
of foreign countries.” In conformity with this policy the reduced duties 
proclaimed under these trade agreements are extended immediately to like 
articles of all countries in return for non-discriminatory treatment of Ameri- 
can commerce. The proclaimed duties become minimum duties, and are 
withheld only from those countries which discriminate substantially against 
American trade. This non-discriminatory policy applies to all forms of con- 
trol measures including quotas, exchange control, and any other means not 
specifically dealt with in existing treaties or agreements. “The government 
of the United States does not presume to say what should be the tariff or 
other commercial policy of any foreign country, provided merely that it is 
non-discriminatory and insures fair and equitable treatment to American 
commerce,”’*5 . 

The policy here described in attaining the second objective mentioned 
in the declaration of the State Department is what is called the most- 
favored-nation treatment in its unconditioned form. It signifies that the 
duty applied is no higher than that applied to the same or like commodity 
of any third country. In its unconditioned form the most-favored-nation 
treatment means that an agreement with a third country resulting in further 
reductions in rates on products from this country automatically brings about 
equivalent reductions on the same commodities from the country with 
which the earlier treaty was made. 

Non-discriminatory treatment in the case of quantitative restrictions like 
quotas and exchange control is less susceptible of precise definition than 


* Press release, Department of State, April 1, 1935, p. 1. 
¥ Ibid, pp. 1 and 2. 
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in the case of customs duties. Generally speaking, however, non-discrimi- 
natory treatment where quotas exist may be defined as meaning the allot- 
ment to any foreign country of a share of the total quantity of an article 
to be imported equivalent to the proportion of the total importation of 
that article which the foreign country supplied during a previous represen- 
tative period when quota restrictions did not apply. A somewhat similar 
definition is given in the case of licensed import monopolies. Where the 
restriction takes the form of exchange control, in addition to an allotment 
based upon a previous representative period, adjustment should be made 
to the natural flow of trade and not in accordance with the theory that 
the exchange granted for importations from-a particular country should 
be regulated by the amount of exchange created by exports to that country. 
The latter would force a bilateral balancing of trade between each pair 
of countries and therefore tend to prevent a natural triangular or multi- 
lateral trade movement, thus reducing the total volume of world trade. 

In adopting the policy of equality of treatment in the case of countries 
not discriminating against the commerce of the United States, there is one 
exception. On the ground of the peculiar relations, historical and other, 
which have existed between this country and Cuba, preferential treatment 
is accorded. 


Trade Agreements Completed 


Before the close of 1934 notices had been issued concerning proposed 
agreements with fifteen countries, nine of which were in Latin America. 
Other notices have followed since the beginning of the present year. By 
May reciprocal trade agreements had virtually been concluded with four 
countries—Cuba, Brazil, Belgium (Belgo-Luxemburg Economic Union), 
and Haiti. (Since this was written the trade agreement with Sweden has 
been concluded. This treaty is characterized by features similar to those of 
the agreements discussed in the text.) The one with Brazil, at the present 
writing (May, 1935), still awaits final ratification by the Brazilian Con- 
gress. The others have already been proclaimed by the President. 

In these treaties the concessions made by the contracting parties include 
substantial reductions in tariff rates on a large proportion of the dutiable 
commodities exchanged between them, agreements in other instances not 
to raise existing import duties during the life of the treaty or place on the 
dutiable list certain goods already admitted free (“‘bound” rates), and 
relaxation of quantitative restrictions or provision against future increases 
of such restrictions. While several concessions apply to important competi- 
tive products, they are not as a rule of sufficient amount to affect materially 
industriés supplying the greater part of the domestic consumption. Most 
rate reductions affect the products of small business concerns employing 
relatively few workers. To say this, however, does not mean that the con- 
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cessions are not material. Some of the worst abuses in recent tariff legis- 
lation, both in this and other countries, have been those connected with 
efforts to establish or safeguard numerous small industries generally un- 
suited to the home environment and demanding high rates. 

The trade agreement with Cuba was completed on August 24, 1934. 
This agreement, as has already been noted, stands in a relationship by itself, 
following a policy dating from the Commercial Convention of 1902. Each 
countty, in addition to pledged reductions in tariff rates applicable to cer- 
tain products of special interest to the other, grants exclusive and prefer- 
ential duties. American products entering Cuba will be accorded reductions 
varying from 20 to 60 per cent below these established for the same prod- 
ucts from third countries. In like manner the United States grants certain 
percentages of preferences to Cuban products. Hence the mutual conces- 
sions given under this agreement “are not generalized to third countries 
on the basis of most-favored-nation treatment,’’1® l 

The economy of Cuba is built largely upon the export of sugar and sugar 
products. According to Cuban official statistics the total exports of that 
country to the United States in 1929 were valued at $208,774,000, of 
which $137,609,000 represented sugar. In 1933 the Cuban total had 
declined to $57,112,000, of which sugar constituted $39,748,607," or 
approximately 70 per cent. The Hawley-Smoot Tariff of 1930 increased 
the rate of duty on Cuban raw sugar (96 degrees) from 1.76 to 2.00 cents 
_ per pound. This increase dealt a staggering blow to a foreign industry al- 
ready crippled by the Fordney-McCumber act of 1922, and was followed 
by drastic reductions in the importations of American products. 

Acting on the basis of data submitted by the Tariff Commission, the 
President had reduced the duty on Cuban sugar (96 degrees) from 2.00 
cents per pound to 1.50 cents. The trade agreement of August, 1934, still 
further reduced the rate to .9 cents per pound. In this connection it should 
be stated that Congress had recently enacted the Costigan-Jones sugar legis- 
lation providing for production control and the allocation of quotas among 
the various areas supplying the American market. The quota for Cuba. 
was fixed at 1,902,000 short tons based upon an average for three years 
of low sales in the United States, This quota, though higher than the 
Cuban sales of 1932 and 1933 may, if continued, prove an impediment to 
any real recovery of the market lost in the United States. 


* Press release. Department of State, August 24, 1934, p. 2. Also Reciprocity Trade 
Agreement between the United States of America and Cuba, Executive Agreement Series, 
no. 67. 

Tariff Commission, Report om Sugar, no. 73. 

“During the years 1922-26 Cuban sugar supplied about 56 per cent of th erican 
need. In 1933 this percentage had fallen to less than 26 per cent. The i AA 
sions of the United States by virtue of the protection afforded by the Tariff acts oe 
1922 and 1930 absorbed the greater part of the market left by the Cuban exporters. Only 
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The reduced sugar rate constitutes an important concession to Cuba, not- 
withstanding the present quota restriction. Less significant but substantial 
concessions are made on various other Cuban products." 

The favors granted American producers cover a variety of measures and 
products. Cuba agrees to a clarified tariff structure, to several reductions in 
internal taxes on commodities imported from the United States and to 
certain customs duties “bound” against future increases. Among articles 
exported by the United States to Cuba on which reduction in duty or other 
concessions are made are various foodstuffs, hog-lard, wheat flour, hams or 
shoulders (cured or smoked), potatoes, textiles, automobiles, industrial 
machines, radios, office machines, motion-picture sound equipment, iron 
and steel, copper, lumber, and electric-light bulbs. 

The treaty with Brazil was completed on Februaty 2, 1935. The major 
export from that country to the United States is coffee, which constitutes 
about 85 per cent of the total coming to this country. This product with 
_ certain other Brazilian commodities, also admitted free, makes up over 90 
per cent of our imports from that South American republic. Assurances 
are given by the United States of continued duty-free admission of these 
products, and in addition substantial reductions are made on manganese 
ore, Brazil-nuts, castor-beans, and a few other products. 

Reductions of duty in the Brazilian tariff on American products cover a 
broad range of commodities, including 67 tariff classifications. In addition, 
assurances afe given against increases of duties in the case of 39 tariff 
classifications. Reductions in duties range from 20 to 67 per cent of the 
present rates, and cover 32.5 per cent and 23.8 per cent of United States 
exports to Brazil for the years 1929 and 1934, respectively.*° 

The Belgian (Belgo-Luxemburg Economic Union) agreement was com- 
pleted on February 27, 1935. It is noteworthy as being the first concluded 
with a European industrial nation. Notwithstanding its small size, Belgium 
is a relatively important market for American exports. In an analysis of this 
trade agreement the Department of Commerce stated that “the utmost care 
was taken to seek from Belgium concessions with respect to those com- 
modities the marketing of which offers the best promise of aiding our ex- 
port industries and to meet Belgian requests for concessions as fully as 
possible without undue injury to our industries.” % 

Duty reductions granted by Belgium to American products vary for the 
most part from 13 to 50 per cent, although on some classes of automobile 
parts they amount to 80 per cent. Summarized, the Belgian concessions are 
a small part of it went to continental producers. See Tariff Commission Report above 
ae ea Agreement Series, no. 67, Schedule II, pp. 80-95. 

* Press release. Department of Commerce, Feb. 7, 1935, pp. 1 and 2. 


“a Department of Commerce. An Analysis of the Trade Agreement between the United 
States and Belgium (mimeograph copy), March 1, 1935, p. 1. 
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as follows: 22 duties reduced (54 if sub-items are counted); 12 duties 
“bound”; 6 liberalizations of quota; 1 quota “bound”; 1 quota and duty 
“bound”; 1 quota suppressed and license tax reduced; and 2 luxury taxes 
suppressed, Over one-third of the American exports to Belgium benefit 
by the 45 concessions enumerated.” 

With respect to Belgian goods imported into the United States, slightly 
less than one-quarter of the total value is affected by American concessions, 
Reductions in duty are made in the case of 47 products, and these range 
from 16 to 50 per cent (weighted average on the basis of the 1933 im- 
portations about 24 per cent). A significant statement of the American 
policy in granting concessions is made in the analysis of the Department 
of Commerce of the Belgian Trade Agreement: “Of the 47 duty reductions . 
granted by us to Belgium, more than one-fifth relate to products or types 
or grades of products with respect to which there is no domestic production 
or with respect to which domestic production supplies only a negligible 
part of consumption.” It is further stated that in the case of considerably 
more than half the products on which reductions are made, “imports prob- 
ably will not supply more than two or three per cent of domestic consump- 
tion, notwithstanding the lower rates of duty. In general, these are prod- 
ucts on which domestic manufacturers have outstanding advantages.’ 

The treaty with Haiti was completed March 28, 1935. In it there is a 
reassertion of the general American policy “not only to promote, trade be- 
tween the United States and Haiti, but also to stimulate triangular and 
polyangular trade between the two signatory countries and other countries. 
In short, its object is trade expansion rather than trade diversion.” 

As in the case of Brazil, a large part of the Haitian imports into the 
United States are admitted free—89 per cent in 1933. The principal con- 
cession to Haiti therefore consists of a guarantee of continued free entry 
for most of these products into this country during the life of the agree- 
ment. The principal imports from Haiti admitted free are logwood, cocoa 
beans, and sisal. These with coffee, bananas and ginger root are “bound” 
on the free list. Reduction in duties are made on rum, fresh pineapples . 
and certain fruit pastes.?® 

Haiti accords reductions of duty on American products ranging from 
one-fourth to two-thirds of the rates on a list of 13 items, and conditional 
reductions on three items. A special classification transfers seed potatoes 
from the dutiable to the free list. The Haitian tariff provides in most cases 
for specific rates of duty with alternative ad valorem rates, and assessment 
depending on which provides the greater revenue. The concessions granted 


= Ibid., pp. 2 and 4. * Ibid, p.7 
“ Trade Agreement Signed by the United States and Haiti, March 28, 1935. "State De- 
partment (mimeograph copy), p. 1. 
= Ibid., p. 9. 
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American products apply in some cases to one or the other kind of rates, 
and in other cases, to both. Among the more important commodities af- 
fected are certain leathers, sewing machines, certain fresh meats, various 
fresh, canned and dried fruits, and certain dairy products. The total export 
value of American commodities which will benefit under the terms of the 
treaty, including both reductions and “bound” duties, amounted in 1929 to 
$1,464,000 and in 1933 to $623,000.7* These amounts, however, are only 
about one-fifth to one-sixth of the American totals for exports to Haiti 
in these years. 
Negotiations with Other Powers 


In announcing the completion of the Haitian Trade Agreement the State 
Department said, “Negotiations, some of which are nearing completion, are 
now in progress with thirteen other countries.” The latter include Colum- 
bia, Costa Rica, Guatemala, Honduras, Nicaragua, Salvador, Sweden, Spain, 
Switzerland, The Netherlands including overseas possessions, Finland, 
Italy and Canada. On April 30, 1935, the Department of State gave public 
` notice that trade agreement negotiations were to be entered into with France 
and her colonies, dependencies and protectorates, other than Morocco. 

The efforts of the United States looking toward some revision of high 
tariffs and other restrictions on international trade have not been without 
some setbacks. Argentina had formerly been prominent in denouncing “the 
exaggeratedly high customs duties maintained by the United States.” For 
many years the Argentine government and press have criticized “the pro- 
hibitive” tariffs of the Northern Republic, and have pointed to them as the 
main barrier in the way of a closer and more sincere Pan-American under- 
standing. Now, however, Argentina bars all discussion of high customs 
duties from the agenda of the Pan-American Commercial Conference meet- 
ing in May in Buenos Aires.?? This attitude, while directly affecting trade 
policies designed to promote closer commercial relations among the various 
nations on the American continent, has an obvious bearing upon the policy 
of the present Secretary of State in his aims looking toward a return of the 
world to relatively unhampered trade and a saner economic interdepend- 
ence, 

In addition to this attitude of opposition toward any revision of tariff 
policy is a certain amount of foreign antagonism to the policy of equality 
of treatment. As has already been pointed out, one of the cardinal prin- 
ciples governing the action of the State Department in negotiating the new 
reciprocity agreements (barring the peculiar case of Cuba) has been the 
maintenance of the most-favored-nation treatment in its unconditioned 
form. On October 13, 1934, notice was given by the German Embassy of 
the inteftion of Germany to modify Article VII of the existing ‘Treaty 


= Ibid., pp. 2 and 6. ™ Sunday Star, Washington, D.C, March 31, 1935. 
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of Friendship, Commerce and Consular Rights between the United States 
and Germany.” In the absence of this modification the treaty would termi- 
nate October 14, 1935.38 The change sought by Germany was the elimina- 
tion of the most-favored-nation treatment accorded by each country to the 
goods originating in the other.*® In order to maintain the Berlin pact the 
Secretary of State sanctioned the readoption of'the 1925 Treaty removing 
the clauses to which Germany objected. This alteration, however, will af- 
fect a fundamental principle which the government of the United States 

has sought to carry out in the various agreements already entered into or in 
"process of negotiation. 


General Considerations 


The Reciprocal Trade Agreements act with the various negotiations and 
treaties already entered into represents an effort on the part of the United 
States to emerge from a commercial stalemate brought about in large meas- 
ure by a policy of trade restriction. The Act, while far from abandoning 
the policy of protective duties, does provide a way for making an appreci- 
able reduction in the trade barriers which have been erected during the 
post-war period. The realization of the end sought, however, will depend 
upon the number and commercial status of the countries with which trade 
agreements are made. At present (May, 1935) no treaty under the Act. 
has been concluded with any of the leading commercial nations of the 
world, although negotiations with such countries are in progress. If, how- 
ever, the scope of these agreements embraces a large part of the commercial 
world and includes a considerable proportion of the articles of commerce, 
the general effect with the application of the most-favored-nation treat- 
ment should be an ultimate lowering of trade barriers. In other words, the 
result would probably be somewhat similar to that produced in France be- - 
tween 1850 and 1870 by the numerous reciprocity treaties entered into 
by Louis Napoleon.*° 

A very formidable obstacle to the consummation of any general eco- 
nomic or commercial gain is that represented by small group interests. 
When the treaty of Brazil was under discussion the principal opponents to 
its conclusion were the American producers of manganese ore—much 
of the imported ore coming from Brazil. Prior to 1922 manganese ore had 
been on the free list. Under the Fordney-McCumber act it was made duti- 
able at one cent per pound of manganese content in the case of ore contain- 
ing in excess of 30 per cent metallic manganese. In the Hawley-Smoot 
Tariff act the duty was raised to one cent per pound of metal content in 
excess of 10 per cent of metallic manganese." This latter rate was equiv- 


= The treaty went into effect October 14, 1925, and was to continue far a period 
of ten years. A year’s notice was required for any desired modification of its terms. 
* Press release. Department of State, May 1, 1935. Also New York Times, May 2, 


5); 
i Percy Ashley, Modern Tarif History (new third edition), pp. 293-306. 


1935] Reciprocal Trade Agreements | 425 


alent, on an ad valorem basis, to more than 100 per cent at the time the act 
was passed. Notwithstanding this heavy duty, imports in recent years have 
supplied almost exactly 80 per cent of the total American consumption. 

Manganese is a necessary raw material in the production of practically 
all steel. Although the quantity used per ton is not large, when spread over 
the total production—25 to 50 million tons annually—it is a factor of im- 
portance from the standpoint of total cost to the consumer. The entire labor 
force required in the operation of domestic mines producing this ore has 
not in recent years been more than 100 to 200 men. The steel industry 
which is the principal consumer of manganese has during the same period 
employed on the average about 400,000 men. A large industry therefore 
with a great labor force, and through it the general public, are thus made to 
submit to a tax in the interest of a small industry employing a mere handful 
of workers, 

The concession made in the trade agreement with Brazil—about 50 per 
cent—still leaves manganese ore dutiable at a rate much higher than is 
ordinarily allowed on raw materials. The opposition of these ore producers 
failed to prevent reduction from the rates contained in the Tariff act of 
1930. How this reduction will affect the price of manganese in the United 
States will depend upon our commercial relations with other important 
— sources of supply like Russia and India. But it is noteworthy that, though 
the opposition of these ore producers failed to prevent the concession made 
to Brazil, it was sufficiently strong to illustrate the power that minorities 
often have in tariff and other matters of public interest. “Majority rule” 
in Congress and in other law-making bodies has frequently meant the rule 
of a majority of small and aggressive minorities. 

The attitude of the manganese ore producers is typical of the kind of 
opposition which any policy looking toward the breaking-down of present 
high tariff barriers must face. Much of the development of modern indus- 
trial technique calls for world markets. The social gains to be had from this 
development are largely dependent upon the free or relatively unhampered 
flow of commodities between nations. The small producer, often a survival 
of an earlier phase of industrial growth, whose market is local and whose 
costs are high, can enlist public sympathy and legislative support where 
the large-scale operator is viewed with hostility. While there are often rea- 
sons for considering the needs of the “little fellow,” there is an increasing 
number of instances where the interests of large-scale industry and large- 
scale operators more nearly coincide with those of the general public than 
do those of the “little fellow.” While high tariffs have at times served the 
interests of monopolistic concerns and may have contributed to their 
growtlf, in the United States at the present time they are props of a vast 
number of small and often high-cost producers. 

ABRAHAM BERGLUND 
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THE UNITED STATES FOREIGN TRADE IN COPPER: 1790-1932 


During the first sixty years of its existence the United States imported most of 
the copper it consumed. In 1845 Lake Superior mines began to supply the domestic 
market, but imports did not decline until the Civil War and subsequent tariffs. Exports 
were relatively large just before the war, then declined and did not expand again 
until the Montana copper boom of the eighties. There was a fairly close inverse 
correlation between domestic copper consumption and exports, although extraneous inci- 
dents frequently obscured the connection. Exports failed to increase after the World 
War when competition from new foreign producers kept prices down. Copper tariffs 
had been removed before 1895, when imports for smelting and refining began. These 
imports rose rapidly and were responsible for an increasing fraction of our export 
business. In 1929 they exceeded exports for the first time. The import balance of 1929- 
1932 was partly responsible for the excise on imported copper which, in 1932, ended a 
38-year period of free entry for unmanufactured copper. 


I 


Before 1845 the United States foreign trade in copper consisted largely 
of imports. There was no copper mining of any significance in this country 
and the few copper exports recorded were probably small manufactures. 
Trade statistics published by the Treasury Department before 1821 were 
fragmentary. The record from 1821 to 1845 is summarized in the following 
table: si 


TABLE I 
AVERAGE ANNUAL VALUE OF COPPER IMPORTS AND Exports! 
In thousands of dollars 


Imports of Imports Imports man- 


Periods unmanufac- plates ufactures of 
averaged tured pigs, and . | copper and 
bars, old sheets brass 
1821-24 44 352 
1825—29 374 535 
1830-34 551 579 
1835-39 658 599 
1840-44 448 219 





i All statistics in this article are based upon official reports of the United States Treas- 
ury Department or the Department of Commerce, except where otherwise noted. 
2 Includes a few, small, miscellaneous items not shown. 


High tariffs on manufactured products, together with free entry of raw ma- 
terials, explain the preponderance of copper imports in unmanufactured 
form. Chile, Peru, and the United Kingdom were the major sources of pigs 
and bars. Copper plates and sheets were imported duty-free, chiefly from 
Britain, for the use of our domestic shipbuilding industry. 

A rough estimate of the quantity of crude copper imported for domestic 
consumption may be obtained by dividing the value of net imports each year 
by the average price of copper for that period. Such calculations indicate 
for the years 1821 to 1824 an average annual importation of 980 short tons 
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of unmanufactured copper. From 1835 to 1839 the annual average reached 
3,930 tons, but during the next five years a prolonged business depression 
forced domestic consumption down to an average of 3,325 tons yearly. 


H 


The Transition from an Import to an Expori Surplus 
1845 to 1880 


The year 1845 is usually considered the beginning of copper mining in 
this country, for it was then that the first metal from the great Lake Superior 
deposits reached the market. Production expanded rapidly but had reached 
only one-fourth of domestic consumption when, in 1885, exports of un- 
manufactured copper began. Copper mined in the Lake district was 
native metal and commanded a price premium because of its purity. Foreign 
buyers took from 30 to 80 per cent of our domestic output in the next six 
years. Meanwhile, imports continued undiminished. since American manu- 
facturers found the cheaper, fire-refined metal good enough for their needs. 
(See Chart I.) 

This situation, however, was abruptly changed by two important events: 
tariff legislation and the Civil War. The Tariff act of 1861 imposed a duty 
of two cents a pound on imports of copper pigs, bars, and sheets, and must 
have been responsible for part of the 90 per cent decline of copper imports 
in 1862. However, the commencement of hostilities was also accompanied 
by a disorganization of industry and two years of very effective commerce 
raiding by Confederate privateers. While it is impossible to distinguish 
between the effect of these various obstacles to trade, we feel that the war 
was a more important factor than the tariff in causing import curtailment.* 

During 1862 and 1863 imports fell faster than exports and thus created 
the first export balance. In subsequent years the trade balance alternated 
from one side to the other for more than a decade. The curtailment of 
imports forced American consumers to use domestic copper, and conse- 
quently the amount available for export decreased. In fact it was not until 
1875 that exports rose above their 1861 peak, and the lowest export level 
was reached in the prosperous years immediately preceding the panic of 
1873. 

Declining prices in the years following the Civil War provoked such a 
clamor from Michigan producers that Congress in 1869 passed a special 
bill to give them the protection they demanded. Duties were raised to five 
cents a pound on pig copper and three cents on the copper content of ore. 
From a national standpoint there seems to have been little economic justifica- 
tion for these higher rates. The leading Lake producers-were making profits 
and expending output. Imports were considerably below pre-war levels. The 


* Note, for instance, the rise of copper imports in 1864 and 1865, even though addi- 
tional tariff increases were made in 1862 and 1864. 
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chief effect of the 1869 tariff was not to protect an infant industry, but to 
enable a monopolistic association of Lake producers to dump copper abroad 
while maintaining prices in this country above the world level? ° 


> CH. F, W, Taussig, Some Aspects of the Tarif Question, 3d ed., Harvard Univ. Press, 
1931, pp. 167-169. 
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Furthermore, the tariff was directly harmful in that its three cent duty 
.on the copper content of imported ore killed the infant smelting industry 
which had sprung up at Baltimore, Boston, and New York to handle furnace 
materials from Chile, Cuba, and other foreign countries. Imports for smelt- 
ing had begun about the same time that Lake mines commenced produc- 
tion, and had increased rapidly until checked by Civil War hostilities and 
tariffs, Most of the product of these smelters was probably consumed in the 
United States although some may have been exported, particularly after 
1854.* 

From 1871 to 1873 American industry was so prosperous that large 
imports of metallic copper occurred in spite of the high duties. In other 
yeats of the decade, however, copper imports were negligible. Another 
boom occurred in 1880 and imports again rose to exceed exports for what 
proved to be the last time in nearly fifty years. 


Ii 


Domestic Production Yields an Export Surplus 
1881 to 1932 


A very rapid increase in our exports of copper occurred during the 
eighties following the development of rich copper and copper-silver ores in 
the Butte, Montana, district.t Much of the high-grade surface ore was at first 
exported without any treatment in this country. Smelting plants were soon 
erected near the mines and after 1885 most of the ore was reduced to matte 
before being exported for final smelting and refining. For the next eight 
years American exports of copper matte exceeded those in any other form.* 

Furnace materials (ore and matte) were exported during this period 
chiefly because of our technological backwardness in smelting. The British 
had been the leading copper smelters of the world for nearly a century and 
their proficiency made for cheapness and higher recovery of the gold and 
silver frequently accompanying the copper. However, a simple process was 
developed during the eighties, and early in the next decade “bessemerizing” 
was successfully introduced at leading western smelters to reduce domestic 
matte at the point of production.® This changed the character of our copper 
exports a second time, and in 1894 blister copper supplanted matte as the 
chief export item. 

’ Average imports in thousands of dollars: 1865-69, furnace materials 616, total metallic 
. 263; 1870-74, furnace materials 86, total metallic 815. 

* Arizona also began to mine copper during this decade, but its tonnage was not at 
first very important. 

* Matte is made by smelting sulfide ores to remove the minerals from the barren rock. 
The copper content of Montana mattes was usually high, from 50 to 65 per cent, the 
remainders being chiefly sulphur and iron. 

* The smelting of native copper ores from the Lake Superior district was not difficult 


and had been conducted in this country from the outset. There was no intermediate matte 
stage and bessemerizing was unnecessary. 
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During the early nineties the electrolytic process of refining blister copper 
was also introduced.’ Montana companies soon built large refineries near 
their smelters and other plants were erected along the east coast. As a result, 
a third change in exports occurred and after 1900 most of our foreign 
sales of copper were in the form of refined metal. 
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During the years in which these mining and metallurgical changes oc- 
curred, there were also three developments in the marketing end which had 
‘Electrolytic refining is used to recover the precious metals frequently found in: blister 


copper and to remove elements such as arsenic which decrease ductility, malleability, or 
conductivity. ` 
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some temporary importance. In 1887 a group of French capitalists under 
the leadership of M. Secretan began an attempt to corner the world copper 
market. The syndicate’s orders for American copper at abnormally high 
prices expanded our exports in 1888-89 some 90 per cent beyond those of 
1887, but with the collapse of the venture in 1889 exports fell in 1890 
to the 1887 level. Two years later leading American producers agreed 
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with European firms to reduce production and limit exports. During the 
year ending July 1, 1893, in which this agreement was in effect our copper 
exports were cut about 20 per cent. In 1901 prices were kept abnormally 
high by the monopolistic efforts of the Amalgamated Copper Company, 
and exports declined. The peg was pulled in December and a surge of 
delayed foreign orders in 1902 raised exports 75 per cent, a quantitative 
increase greater than the decrease of the preceding year. 


pomestic production expanded so rapidly after the discovery of new 
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mines in the West that 30 per cent of our output was sold abroad from 1883 
to 1892. Depression then restricted copper consumption from 1893 to 1898 
and raised our export surplus to more than 50,per cent of domestic produc- 
tion. From that time until the World War the average was about 35 per cent 
and in the following decade fell to 15 per cent and less. 

Fluctuations in the export surplus from year to year reveal an inverse 
correlation with domestic consumption.® (See Chart III.) If the quantity 
produced had responded to changes in business conditions as readily as the 
quantity consumed, the export surplus would have been relatively free from 
fluctuations. As a matter of fact, in the 35 years preceding the World War, 
out of six instances of district downturns in consumption (in opposition to 
the general upward trend) only three cases showed decreases in production 
in the same or the following year, and none of these decreases was relatively 
or absolutely as large as the decline in consumption.*® In addition to these 
three cases in which production continued upward in the face of diminishing 
consumption an inverse correlation also occurred in two of the other years, 
though it was of the opposite type, 7.e., there was a decline in production in 
the face of rising consumption.” 

This lack of similarity between the fluctuations of production and con- 
sumption was of course partly due to the nature of mining itself with its 
heavy overhead costs, long and expensive development periods before first 
commercial production, and irregular discoveries. But the presence of a 
world-wide market for copper must also be given its due. When our domes- 
tic consumption declined it was usually possible to sell more than normal 
quantities of copper abroad, and even during the depressions which affected 
Europe as well as this country, such as 1893 and 1908, exports increased. 
Only in 1903 and 1914 was there no downturn in both consumption and 
exports, and the latter year included the first months of the war in which 
the blockade prevented sales to Germany, our major customer.?? 

During the war the customary correlations were changed somewhat. 
Allied orders in 1915 caused a great increase in the demand for copper by 
domestic munitions makers, but the exports of copper in customary crude 
forms decreased since we could not sell to Germany at all and French 


*Export surplus: exports minus net imports, plus or minus net change in stocks. 
Net imports: foreign imports minus foreign exports (re-exports unchanged in form). 
Data include unmanufactured copper only. 

” On the correlation between production and the price of copper see Secular and Cyclical 
Movements in the Production and Price of Copper, by Charles Louis Knight, Philadelphia, 
University of Pennsylvania Press, 1935. 

=” Three conforming years: 1893, 1907, 1913. Non-conforming years: 1888, 1896, 1911. 
In addition, there were slight decreases in 1883, 1898, 1900, and 1904, none of which had 
contemporary declines in production. 

41886 and 1910. 

4 The 1903 decline in exports came as a Jet-down in the 1902 dumping program of 
Amalgamated Copper. The European market was not depressed. 


~w 
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industry was disorganized by the shock of invasion. In the second year 
of the war the expansion of domestic production and consumption con- 
tinued. Exports also rose, because of the increased demand for copper by 
manufacturers of war supplies in the Allied countries, particularly France. 
In 1917 foreign demand was still further increased by war loans from the 
United States government, which facilitated Allied buying in this country 
and caused exports of crude copper to rise even higher than they had been 
before the war, when Germany had purchased more than half our surplus 
copper. 

High prices exerted their maximum stimulus upon the expansion of 
domestic production in 1916. Output was slightly lower during the last 
two years of the war, when profit margins were narrowed by rising labor 
and material costs on the one hand and federal price stabilization on the 
other. As a result the abnormally large exports of 1917 forced a decrease in 
domestic consumption. That is, when the Allied countries increased their 
purchases of crude copper, they also decreased their purchases of munitions. 
Less copper was made into finished products by American factories and 
statistically, therefore, domestic consumption of copper declined.” 

The decline in recorded exports of both copper and brass in the last year 
of the war was the result of two circumstances. First, our own munitions 
factories supplied the western front with finished products thus permitting 
exports of crude metal to decline. Second, the official export statistics cited 
above do not include shipments made by the United States government to 
foreign governments, nor to the American Expeditionary Force. These 
were probably of considerable magnitude, if one is to judge from War 
Department purchases and the large stocks of copper and brass held by 
the American government at the end of 1918. 

Exports, imports, production, and consumption all dropped in 1919, 
although the mines, tied to war-time production schedules during the first 
part of the year, were not able to reduce output as rapidly as they should 
have done. As a result, there was an unhealthy accumulation of unsold stocks 
of new copper in addition to the factory and government supplies on hand 
at the close of hostilities. During the temporary recovery of 1920 con- 
sumption increased considerably and exports somewhat, but production 
continued to decline, and the export surplus became smaller than at any time 
since 1892. 

After the Allied blockade lifted, Germany began importing American 
copper again. That is why our total exports of copper rose after the war, 


* Exports would be increased and consumption correspondingly decreased if allowance 
were made for exports of copper in brass and bronze. Such exports were very small in 
normal tithes, but in 1916 and 1917 were more than half as large as exports of unalloyed 
copper. 

“ The latter amounted to 130 million pounds of copper and 94 million pounds (copper 
cggtent) of brass, 
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even during the nadir of the depression in 1921. In the following year 
domestic demand recovered so rapidly that it actually exceeded domestic 
` output for the year, thus creating the first production deficit in forty years. 
It must be understood that this was a chance happening of the recovery 
period, and was not due to any inability of American mines to satisfy domes- 
tic demand at going prices. Nevertheless, post-war prices were generally 
below the pre-war average, and domestic producers did not maintain nearly 
as great a margin above consumption as they had done before the war. Thus 
from 1907 to 1913 the export surplus averaged 425 million pounds annual- 
ly, but from 1923 to 1929 it averaged only 250 million pounds. 

This decreased volume of exports resulted from the inability of American 
producers to supply both the increased domestic demand and the foreign 
market at the relatively low price levels forced by increased competition 
from low-cost producers abroad. From 1925 to 1929 we consumed from 100 
to 150 per cent more copper than before the war, while the rest of the world 
used about 40 per cent more. Improved mining and metallurgical methods 
lowered costs and enabled domestic producers to make reasonable profits, 
but rather than exploit inferior and less accessible ores they allowed the 
foreign market to be supplied in increasing amounts by low-cost producers 
in other countries.” That is why domestic production never exceeded the 
war-time levels of 1916-1918 until 1929 when prices became abnormally 
high. 

Our major foreign competitors were located in Peru, Chile, Belgian 
Congo, and Canada. Cerro de Pasco in Peru, Braden in Chile, and Katanga 
in Belgian Congo began producing before 1914 but none reached its full 
stride till after the war. Chile Copper (Chuquicamata) commenced pro- 
duction in 1915. Established Canadian producers expanded their output 
after the war, but the most important new mines did not market much copper 
until 1928, and more especially 1931. In short, the important increase in 
production outside the United States before 1928 occurred chiefly in Ameri- 
can controlled mines in South America, and in Katanga. The following 
table (p. 435) shows the competitive situation in representative years from 
1912 to 1932. ; 

The ownership of Chilean and Peruvian mines by American capital was 
particularly significant for several reasons. In the first place the American 
owners also controlled big domestic producers and when they elected to 
expand their foreign properties more than those at home it was because of 
the greater profits to be derived from the former. Second, when these for- 
eign mines had copper to be smelted, refined, cast into merchantable shape, 


* Very few American properties had ore as rich as that found in most of the new 
mines elsewhere. Low foreign costs were in some instances the result of finding other 
valuable metals with the copper, such as gold, silver, and nickel. The low per diem wages 
in South America and Africa were mostly offset by labor inefficiency. x 
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or merely sold, they tended to divert that business to American concerns. 
This was an important reason for the large volume of imports of copper into 
this country which will be discussed below. Third, when concerted action by 
copper producers throughout the world seemed advisable during the post- 
war decade, American capital had a stronger voice than if it had been speak- 
ing for domestic mines alone. 
A survey of the period between the war and the depression of the thirties 
would not be complete without the mention of the Copper Export Associa- 
TABLE II 


APPROXIMATE PRODUCTION or UNITED STATES AND COMPETING REGIONS! 
In 1,000 short tons 


South Ameri- 
United |can mines un- World 
States | der American Katanga | Canada Other total 
control 
621 1,100 
961 1,580 
819 1-522 
935 1,892 
256 994 





1 From American Bureau of Metal Statistics, Yearbooks, except that output of Ameri- 
can controlled mines in South America is partly estimated. 
tion, Copper Exporters, Inc., and the Copper Institute, even though none 
of these bodies had a very great influence upon the the volume of American 
copper exports during the period. The first organization was formed in 1920 
under the Webb-Pomerene act primarily to secure the orderly liquidation 
of abnormally large stocks of copper held by the government and by the 
refiners at the close of the war. It was perhaps instrumental in causing 
a more rapid rise in domestic production after the 1921 depression than 
would otherwise have occurred, but it probably did not stimulate exports 
to any appreciable degree. 

It was followed in 1926 by Copper Exporters, Inc., also organized by 
American companies under the Webb act, but with an affiliated foreign 
membership which included most of the leading producers of the world. Its 
immediate purpose was to destroy the speculative influence on copper prices 
exerted by the London Metal Exchange. Sales to British dealers were re- 
stricted until their surplus stocks were wiped out and speculative activities 
thereby rendered impossible. This undertaking does not seem to have lessen- 
ed our exports to the United Kingdom appreciably, although there is no way 
of judging how much larger they would have been if restriction had not 
occurreds 


18 Most of the mines in Mexico and some of those in Canada were likewise under 
American control. 
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A more significant achievement was the establishment of export quotas 
for its members and the periodic determination of the European price 
(c.i.f. Hamburg). Since the latter differed from the American price by 
a relatively fixed transportation cost differential, the new organization 
effectively circumvented anti-trust legislation in this country and domi- 
nated the American market. To assist in this program the Copper Insti- 
tute was formed in 1927 with power to collect and distribute to mem- 
bers statistics of production, sales, stocks, consumption, and the like.” 
Aided by a strong demand for the red metal, the organized producers suc- 
ceeded in raising the price from less than 1214 cents a pound in June, 1927, 
to nearly 18 cents in February, 1929. A temporary speculative flurry then 
pushed the price above 20 cents for a few weeks, but when the reaction 
occurred in April, 1929, Copper Exporters, Inc., was able to check the 
decline and peg the European price at 18 cents. 

Success seemed to make the organization incautious; for it unwisely kept 
the price at this high figure for an entire year, even though stocks of unsold 
copper rose gradually from April to August, 1929, and very rapidly after 
the stock market crash in October. A more far-sighted policy would have 
Jed to a lower price in the first instance and pulling the peg earlier in the 
second. If that had been done stocks would not have mounted so rapidly, 
and it is even possible that some of the potential foreign competition 
might have been discouraged from proceding with that development which 
ultimately brought a flood of cheap copper on the market in the middle of 
the depression. 

Domestic output was curtailed sharply during 1930, but remained in 
excess of consumption. The same situation prevailed in the world at large, 
and the American leadership of Copper Exporters, Inc., did its best to 
secure output reduction agreements. New mines in Rhodesia and Canada 
together with Katanga in Belgian Congo were reluctant to curtail while the 
price was still high enough to yield them a profit. The reduction compact 
of November, 1930, proved inadequate, and further curtailments had to 
be negotiated in November, 1931, and April, 1932. The latter called for 
production at not to exceed 20 per cent of capacity. 

Meanwhile our foreign competitors furnished an increasing fraction of 
European copper imports. From 1929 to 1931 our share dropped from 
55.3 per cent to 37.5 per cent, while the Canadian share rose from 1.3 to 
3.0 per cent, and the African from 14.5 to 28.5 per cent.1* Foreign produ- 
cers were aided by slightly lower costs; by political connections with Europe; 
by the lack of responsibility for leading curtailment; by the optimism of 
new enterprises; and even by an anti-American hostility in Europe engen- 

1 Cf. “The Copper Cartel,” by Carlton P. Fuller, Harvard Business Review, $:322-328, 
April, 1928. 

" Richard Merton, “European Metal Market Trends,” Engineering and Mining Journal, 
vol, 135, p. 251, June, 1934. 
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dered by such factors as our copper price-pegging in 1929, the war debt 
question, and our Tariff act of 1930." 


IV 
Imports for Processing 


The drop in imports of copper following the Civil War and subsequent 
tariffs has already been noted. After our domestic production expanded to 
the export surplus point during the eighties, imports for consumption were 
obviously unnecessary. Therefore the tariff reductions of 1883 and 1890 did 
not restore the import levels of earlier years. Nor should the complete 
abolition of the copper tariff in 1894 be credited with the phenomenal rise 
in imports which began shortly thereafter.*° The real reason lay in mining 
and metallurgical developments which soon made the United States a 
great copper importing country at the same time that it continued to have 
a large surplus of its own to sell in foreign markets. 

The first important change was the commercial introduction of electroly- 
tic refining during the early nineties, which led to the construction of the 
Montana refineries previously described. At approximately the same time, 
the Guggenheims built a refinery at Perth Amboy, New Jersey, to treat 
copper from mines owned by them in Colorado and Mexico. Other sea- 
board plants were soon erected to refine domestic and imported blister. 

Large-scale production and improvements in technique enabled Ameri- 
can refiners to underbid foreign competitors. A significant demonstration 
of this proficiency occurred in 1899 when the Mt. Lyell Copper Company 
of Tasmania began shipping metal to this country for refining. Much of 
this Australian copper came via Great Britain, formerly the smelting and 
refining center of the world. In later years mines in Spain, Japan, Serbia, 
and the Belgian Congo were also numbered among our clients. However, 
most of the copper coming to this country for refining was sent from new 
mines of the Western Hemisphere, particularly those of Mexico, Canada, 
Peru, and Chile, where propinquity and financial affiliations were important 
. factors. 


* CH. T. M. Jones, Jr., Tariff Retaliation, p. 92, Philadelphia, Univ. of Pennsylvania 
Press, 1934. i 
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Nearly all of the refined metal produced from these blister imports 
joined the surplus from domestic mines in seeking a foreign market. In 
1896 receipts of unrefined copper were only 11 million pounds, or four 
per cent of total exports. Six years later, in 1902, they had risen to 103 mil- 
lion pounds, or 34 per cent of exports. During the next 10 years both im- 
ports and exports rose at approximately the same rate and there was little 
change in the ratio between them. After the war, however, imports con- 
tinued to expand even though, for reasons explained above, exports of 
domestic copper declined. As a result, re-exports of copper imported for re- 
fining reached 40 per cent of our total foreign sales in 1922 and nearly 70 
per cent in 1929. 

But that is not the whole story. Exports from this country also included 
considerable amount of copper derived from other classes of imports, such 
as furnace materials and refined metal. The major rise in imports of ore and 
matte for smelting paralleled the rise in imports of blister copper for refin- 
ing. Many of the new Mexican and Canadian properties were financially 
affiliated with smelters in this country and sent furnace materials before 
their own smelting works were completed. In other cases where the distance 
was not great or where accessibility to the ocean permitted cheap transporta- 
tion, some of these foreign mines regularly sent part or all of their mines 
or mill product to this country. At times American smelters also imported 
foreign ores for fluxing purposes. Spain and other distant lands occasion- 
ally sent us copper ore because of good prices for pyrites in this country, 
or merely because ships otherwise sailing empty chose to bring ore as 
ballast. Small mines in various parts of the Western Hemisphere often found 
it inexpedient to build smelters, but their shipments to the United States 
were never very large, except during periods of high copper prices, such as 
1929. In the case of Peru, high fuel costs were one reason for sending matte 
to this country. In most instances, however, the expense of transporting 
bulky furnace materials from distant regions more than offset any advan- 
tages of efficiency and economy American smelters might possess. That is 
why, save for a few exceptional years, imports of ore and matte were gen- 
erally less than one-third as large as imports of blister copper for refining. 

In addition to the above described imports of copper in the form of 
refinery and furnace materials, we also imported some refined copper. Most 
of the latter came from Chuquicamata, Chile, where American capital de- 
veloped the largest known deposit of copper ore in the world. The cus- 
tomary smelting procedure proved impracticable and a leaching plant was 
installed which produced refined copper without the usual intermediate 
stages. The cathode end-products of this process began arriving in the 
New Yosk market in the early part of the World War period, and in 1916 
refined copper was made a separate import classification in our official 
a ais From 1920 to 1926 these imports were more than one-third 
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as large as unrefined metal and exceeded imports of copper in furnace 
materials. 

Some of the cathodes sent to this country were used by Anaconda’s 
. subsidiaries, Others were melted and cast into more marketable shapes 
before being offered to domestic or foreign buyers. During the twenties 
an increasing tonnage of this metal was shipped direct from Chile to 
Europe. This caused a decline in our imports of refined copper after 1926, 
and obscured the effects of the completion of leaching plants by Braden 
and Andes, two other Chilean producers, in 1927 and 1928. Very obvious, 
however, were the receipts of copper in 1931 and 1932 from Canadian 
refineries built in direct competition with our own. They were nearly 
as large as shipments from Chile and were an important cause of the 
clamor in this country for a protective tariff. 

These imports of copper for processing were partly the result and partly 
the cause of New York’s becoming the greatest copper market in the 
world. During most of the period the United States was itself producing 
more copper than all the other countries combined and the addition of 
imports raised the refining business of the Middle Atlantic States to 
three-quarters of the world’s total. Large rolling mills and other copper 
manufacturing establishments centered in the lower Connecticut valley 
and ‘adjacent metropolitan New York. In times of domestic prosperity 
most of their output was sold to American consumers; in times of depres- 
sion a larger proportion was sold abroad. Imports did not fluctuate as 
much as domestic consumption. Hence it was not surprising that when 
American exports and consumption decreased after 1929 imports decreased 
at a slower rate. This created a small excess of imports over exports (see 
Chart III) which, together with the threat of increased competition in the 
future from new foreign producers, aroused pro-tariff sentiment in this 
country. However, we were still producing more copper than we consumed 
and it was apparent that under competitive conditions a tariff would be in- 
effective.?? Nevertheless, the depressed condition of the domestic copper 
industry and the obvious excess of imports over exports furnished excel- 
lent grist for the protectionist mill. The final obstacle was overcome when 
congressional log-rolling brought support from coal, oil, and lumber 
interests, and a four cent per pound excise on imported copper was in- 
corporated in an amendment to the revenue bill of June 21, 1932. This 


“The Guggenheims were the original developers of the mine, but they sold out to | 
Anaconda in 1923, i 

® The surplus of domestic production over consumption went into unsold stocks along 
with the excess of imports. See the author's article, “The United States Copper In- 
dustry and the Tariff,” Quarterly Journal of Economics, vol. 46, pp. 141-157, November, 
1931. e 

2 Cf. Clinch Calkins, “Our Grab-Bag Tariff,” The Forum, vol. 88, pp. 198-205, Octo- 


ber, 1932. 
N 
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legislation brought to a close a 40-year period in which the United States 
had produced more than half the world’s copper, and had been the lead- 
ing exporting nation as well. Its probable effect upon the future of Ameri- 
can copper production and trade is beyond the scope of this paper.* 
. ROBERT B. PETTENGILL 
Stanford University 


* Note on events from June, 1932, to July, 1935: The importation of copper for 
smelting and refining did not cease. Nor did the domestic price rise above the foreign 
price until two years later, when a copper code was introduced under the N.LR.A. 
Even then the domestic price did not rise high enough (maximum nine cents in 1934) to 
bring prosperity to the American copper industry. The restricted market forced producers 
to operate far below capacity and very few were able to show a profit on mining 
operations. There was a surplus of copper exports over imports in 1933 and 1934, but 
this represented largely sales out of accumulated stocks, and was not the result of willful 
production for dumping abroad. Finally, in March, 1935, the leading copper producers 
of the world came to an understanding on the control of production and marketing. 
The new agreement is supposed to run for three years and takes the place of Gopper Ex- 
porters, Inc., which dissolved in 1932 following the excise tax legislation of the United 
States. Foreign prices rose for two months until the U. S. Supreme Court invalidated NRA 
codes. This cast doubt upon production limitation by American companies and most of 
the price gain abroad was lost. The domestic price, however, was held constant throughout 
June. 


RESPONSIBILITY FOR FEDERAL RESERVE POLICIES: 1927-1929 


It has been stated that mistakes committed by the federal reserve system from 1927 to 
1929 were due to the Federal Reserve Board. The 1927 easy money policy was initiated 
by the New York reserve bank to encourage domestic business and strengthen European 
exchanges. The policy was successful in achieving these objectives, but it gave a dangerous 
impetus to stock market speculation. In the first half of 1928 the reserve banks took 
vigorous action to restrain speculation with some success, but in the last half of the year 
they relaxed their efforts and bought a large amount of acceptances. Early in 1929 the 
Reserve Board took the lead and recommended “direct action” to restrict speculative loans. 
The reserve banks then recommended rate increases. Differences were not as to aims but 
as to methods. The lesson from this experience is that authority and responsibility for na- 
tional credit policies should be concentrated in a single, independent, disinterested public 
body having a national viewpoint. 

The recent amendments to the Federal Reserve act gave rise before 
their final enactment by Congress to pronounced differences of opinion 
among observers of federal reserve policy and also among spokesmen of 
various schools of banking and financial thought. More particularly, there 
was an acute controversy with regard to the location of the responsibility for 
the exercise of the open-market authority in the federal reserve system. 

These discussions have sharpened interest in federal reserve history, and 
especially in those episodes that throw light upon the wisdom with which 
the system’s open-market powers have been exercised in the past. The 
greatest interest, as might naturally be expected, has been shown in the epi- 
sode covering the period 1927-1929. Many commentators, reviewing the 
policies of the federal reserve system during this period, have passed a 
severe judgment upon them. 

Not all these commentators, however, have confined themselves to 
criticism of federal reserve policies. Some of them have undertaken in 
addition to fix the responsibility for what has been variously characterized 
as the “misdirected management” and the “unfortunate mistakes’ of the 
system during the period 1927-1929. Their tendency, in the main, has been 
to ascribe the errors of judgment and faults of policy during that period 
to the Federal Reserve Board; and the view has been frequently expressed 
that, as between the federal reserve banks and the Federal Reserve Board, 
the banks were right and the Board was-wrong. 

This view, as I shall undertake to show, is based upon partial and mis- 
leading information. The critics who condemn the Federal Reserve Board 
and exculpate the federal reserve banks do so either through lack of 
knowledge or in disregard of the following pertinent facts: | 

(1) That the Board’s action in reducing the discount rate of the Federal 
Reserve Bank of Chicago in 1927 was in pursuance of a system policy initiated by 
the Federal Reserve Bank of New York and concurred in ye all but one of the 
federal reserve banks; 


*See, for example, page 52, The Great Depression, by Professor Lionel Robbins of 
the University of London, and editorial, “Testimony on the Banking Bill” in the New 
York Times of June 2, 1935. N 
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(2) That the federal reserve banks took no action to check the growing tide 
of speculation between July 13, 1928, and Febmary 14, 1929; and 

(3) That the first formal proposal for an increase in the discount rate from 
5 to 6 per cent came to the Board on February 14, 1929, after the Federal Reserve 
Board had sent to all fedefal reserve banks under date of February 2, 1929, 
and had made public on February 7, 1929, a statement which undertook to curb 
speculative excesses by a method which has come to be known as “direct action.” 


Let it be admitted at the outset that as a straight proposition of law, so 
far as concerns the Federal Reserve Board, it must share the responsibility 
for any action taken by a federal reserve bank, whether mistake or other- 
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wise, with respect to discount rates and open-market policies. Under the 
terms of the Federal Reserve act, no change in discount rates proposed by 
the federal reserve banks and no open-market policy proposed by the 
Federal Open Market Committee can be put into effect until it has been ap- 
proved by the Federal Reserve Board; but it is clear that action originates 
with the federal reserve banks. The responsibility for initiative vests in 
them. {he primary responsibility is, therefore, theirs; the secondary and 
ultimate responsibility is the Board’s. This must be borne in mind in any 
Pgs to locate in any other than a formal and legal sense the actual 
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responsibility for errors charged to the federal reserve system in the critical 
period 1927 to 1929. 

It is because of the bearing that a truer and fuller understanding of the 
manner in which the federal reserve banks and the Federal Reserve Board 
have discharged their respective responsibilities has upon pending banking 
legislation that a clearing up of these misapprehensions takes on urgency 
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at this time. And it is because of this that I here propose to recite as briefly 
- as I can the facts which are essential to an understanding of the course of 
federal reserve policy during the period 1927 to 1929. I shall endeavor to do 
this in a way that will make it easy to distinguish statements of fact from any 
comment I may offer on the facts. 

To facilitate brevity of exposition and to focus attention more quickly 
upon the material points I shall state and answer a series of questions. 

(1) What was there in the economic and financial situation in 1927 
that caused the adoption by the federal reserve system of an easy money 
policy during that year? 

The record shows that in the summer of 1927 there appeared a downward 
tendency in industrial production (Chart 1) and that commodity prices 
(Chart 2), which had been declining since the autumn of 1925, vn 
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the lowest level in five years. There was apprehension that this downturn 
in business might foreshadow the coming of a depression. A marked decline 
in production and employment in the durable goods industries did, in fact, 
develop in the last half of the year. 

In addition to disquieting domestic factors in the economic situation in 
1927, the European monetary and financial situation, particularly as it 
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might affect the United States, was far from satisfactory. European cur- 
rencies, and particularly sterling, were showing weakness. It was feared that 
this would interfere with sales of our agricultural products in the autumn 
months. Considerable concern was also felt regarding the position of the 
gold standard in those European countries which had already restored it 
and also regarding the prospects of its early and successful restoration in 
others which had the matter under consideration. 


(2) What were the objectives of the policy then developed? 


It may be said that the objective of federal reserve policy in 1927 was 
to st in motion such forces as the system could command to counteract the 
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recessionary forces which were in evidence. To this end there was developed 
and adopted a policy of easing both the domestic and the international 
financial situation by purchasing securities in the open market and by reduc- 
ing discount rates, thus cheapening the cost of credit to borrowing member 
banks. 

To relate the sequence of these open-market operations and discount 


MONEY RATES IN NEW YORK CITY 
WEEKLY BASIS 





1922 1923 1924 1925 1926 1927 1928 1929 1930 
CHART 4 


rate changes, without going into too much detail, the following summary 
will suffice: 

The policy began in May, 1927, with purchases of United States govern- 
ment securities by federal reserve banks, which carried their holdings from 
$300,000,000 in May to $600,000,000 in December. As a result of these op- 
erations member banks were able to meet gold withdrawals of $200,000,000 
and to increase their reserve balances by over $100,000,000 without be- 
ing under the necessity of increasing their borrowings from the reserve 
banks (Chart 3). Discount rates at all the reserve banks were reduced from 
4 to 3¥% per cent during the third quarter of the year. 

Money rates in the open market soon declined (Chart 4), sterling ex- 
change advanced, and in time there was a considerable outflow of gold 
from the United States to other countries. . 

(3) Was the policy successful in achieving its objectives? 

It was. The tide of business recession or depression, whichever it wE 
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was arrested toward the end of the year 1927. The production curve turned 
sharply upward and, except for a halt of short duration in the spring of 
1928, maintained a steady ascent until the summer of 1929 (Chart 1). 
‘Prices of farm and related products showed a marked rise in the latter part of 
1927 and in 1928 the general level of wholesale prices was characterized 
by relative stability (Chart 2). The European currencies, notably sterling, 
strengthened and, in general, tension in the European financial situation was 
considerably relieved. 

So far, then, as the policy of mid-summer 1927 was instrumental in re- 
sisting the forces of business depression, stimulating production, giving 
stability to the price level, and strengthening foreign currencies, it must 
be pronounced to have been successful. Were this all that there was to the 
episode, it might be regarded, as many felt disposed to regard it at the time, 
as a brilliant exploit in central bank policy and as a demonstration of the 
reasonableness of the belief, which existed in the minds of many economists 
and others at the time, that through well conceived and well timed monetary 
policy the terrors of the business cycle could be largely if not wholly removed 
and price stability and economic prosperity be insured under the operation 
of the federal reserve system. It will not be forgotten that by many the 
opening of the year 1928 was heralded as the beginning in these respects, as 
well as in many others, of a “new era.” 

_ Unfortunately the 1927 policy of the federal reserve had other effects 

beside those which were sought and intended. In the light of the longer 
perspective in which we can now view these other and further effects they 
stand out as the larger and more serious consequences of the policy then 
initiated and pursued. But before leaving the year 1927 there is a further 
question with reference to it which remains to be considered. 

(4) Who proposed the policy pursued? 

The policy above outlined was originated by the New York Federal 
Reserve Bank, or more particularly by its distinguished governor, the late 
Benjamin Strong. Brilliant of mind, engaging of personality, fertile of re- 
source, strong of will, ambitious of spirit, he had extraordinary skill in im- 
pressing his views and purposes on his associates in the federal reserve sys- 
tem. His ideas began to develop in the spring of 1927, but his program was 
not shaped until after conferences with representatives of the three great 
European central banks, who visited the United States in the summer of 
that year. This program was then presented to the federal reserve system 
in informal conferences with federal reserve bank governors, proposed to 
the Federal Reserve Board and approved by it, and participated in by the 
federal reserve banks with dissent on the part of only one. The Federal 
Reserve Bank of Chicago was reluctant to fall in line with the reductions 
of discount rates that were being made at the other reserve banks, and its 
rate was finally reduced by the Federal Reserve Board. 

S 
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The general policy adopted at the time, therefore, was a system policy, 
conceived and initiated by the governor of the New York Reserve Bank, 
but approved at a meeting in July participated in by the Open Market Com- 
mittee, which consisted of five reserve bank governors, by members of the 
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Federal Reserve Board, and by two governors and one chairman of mid- 
western reserve banks. It was not, as might be inferred from the Times 
editorial, a policy either developed or imposed by the Board on the reserve: 
banks against their will. It was distinctly a reserve bank policy. ` 

l N 


1935] Federal Reserve Policies: 1927-1929 449 


The Federal Reserve Bank of Kansas City reduced its rate from 4 to 34 
per cent on July 29; other federal reserve banks reduced their rates in quick 
succession, St. Louis on August 4; Boston and New York on August 5; 
Cleveland on August 6; Dallas on August 12; Atlanta on August 13; and 
Richmond on August 16. The directors of the Chicago bank, the second 
largest bank in the system, delayed action until the Federal Reserve Board 
reduced its rate on September 7, in accordance with the system policy. 
Thereafter, the Federal Reserve Bank of Philadelphia reduced its rate on 
September 8; San Francisco on September 10; and Minneapolis on Septem- 
ber 13. 

The reductions in discount rates, except in the case of Chicago were 
authorized by the boards of directors of the respective federal reserve banks 
and approved by the Federal Reserve Board. The action of the Board in 
reducing the rate at Chicago was taken after funds began to move away 
from districts in which rates had been lowered, a development which ap- 
peared to jeopardize the achievement of the general objective of the system’s 
policy, a necessary part of which was the maintenance of easy conditions in 
the New York money market. 


(5) What further results ensued? 


Effects of cheap and abundant credit during the autumn of 1927 were 
not limited to stimulating business and production and to sustaining the 
price level and the European exchanges. Cheap credit gave a further great 
and dangerous impetus to an already overexpanded credit situation, notably 
to the volume of credit used on the stock exchanges (Chart 5), and to a 
further rapid upward flight of security prices (Chart 6). In consequence, the 
federal reserve system was confronted toward the end of the year 1927 with 
the problem of getting control of the fund of credit which it had been in- 
strumental in placing in the market and keeping it within the bounds of 
safety lest an uncontrollable and disastrous speculative situation should 
develop. In consonance with this attitude the federal reserve system aban- 
doned the policy it had been pursuing of offsetting exports of gold by the 
restoration of a similar volume of credit to the money market through the 
purchase of United States government securities, and allowed exportations 
of gold to exert their tightening effect on the money market. The effect, 
however, in the situation then existing was not very considerable. The stock 
market expansion had acquired too much momentum. It was evident that 
its pull was too strong to be counteracted by gold withdrawals. 

An added factor of adverse character arose out of the exigencies in con- 
nection with the conversion of the Second Liberty Loan. The Treasury 
found that actual cash outgo for redemptions in connection with its re- 
financing program outran its current cash intake and was, therefore, carried 
by te federal reserve banks for a period of about a month on overdraft in 
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varying amounts up to as much as $200,000,000, with an average during 
the period of about $70,000,000, thus neutralizing to that extent the policy 
of the reserve banks. 

Total loans and investments of member banks during the second half 
of the year 1927 showed a pronounced upward movement. There was an 
active demand for funds in security markets, both in connection with specu- 
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Jative trading and with the issuance of new securities. There being an 
abundance of loanable funds, with no considerable demand for loans from 
business, the funds held by the banks went into investments and loans on 
securities. Bank loans to security brokers in New York increased during 
1927 by about $600,000,000 (Chart 5). 


Restrictive Policy in First Half of 1928 


In the first half of 1928 the reserve system took successive measures to 
check the further expansion of bank credit. Approximately $400,000,000 
of United States government securities were sold from the system's hold- 
ings. Discount rates were raised from 314 per cent to 4 per cent bygll federal 
reserve banks between January 25 and March 1, to 414 per cendbetween 
April 20 and June 7, and to 5 per cent by 8 banks in July. Sales of seqyrities 
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by the reserve banks and further loss of gold, amounting to $250,000,000, 
forced member banks to borrow at the reserve banks. Bills discounted rose 
to over $1,000,000,000 for the first time since 1921 (Chart 3). Call loan 
rates rose to over 6 per cent by the middle of the year. The increase in brok- 
ers’ loans by banks was definitely checked (Chart 5). Those by New York 
City banks for their own account declined considerably. Brokers’ loans by 
non-banking lenders, however, attracted by high rates, increased more rap- 
idly than before. The rise in stock prices was interrupted early in the year 
and again in mid-summer, but these were but brief interruptions (Chart 6). 
Thereafter evidence was accumulating that the speculative boom had be- 
come so intrenched and was exercising such a pull that an increase in the 
cost of bank funds appeared to be no longer sufficient to check it and more 
extraordinary forms of control had to be considered. 

Under conditions existing in previous stock market booms the measures 
adopted by the reserve system might have been sufficient to check the specu- 
lative expansion, but this was a new situation. In the first place, the aston- 
ishing increase in the earnings of large corporations and the extremely low 
rates of interest at which money could be borrowed appeared to supply a 
basis for the high prices that were being paid for stocks of companies 
whose earnings were rising and whose dividend disbursements, not only 
through extra dividends but through regular dividends, were far above the 
going price of money. To put the matter bluntly, the market was actively 
engaged in recapitalizing the values of securities on the basis of exceptional 
earnings and artificially low interest rates for money. Second, the fact that 
banks could in an emergency rediscount, as was not the case in stock market 
booms of the pre-federal reserve period, inclined the banks to feel that they 
could expand in the assurance that in case of need they could turn to the 
reserve banks for assistance; and third, the supply of non-banking funds 
available for “street loans” was larger than on any previous occasion. Con- 
— sequently, whereas in earlier periods call money rates in a crisis rose to 20, 
40, and even 100 per cent, in the first half of 1928 the rate did not rise 
above 8 per cent. Higher levels were reached later, but never over 20 per 
cent, and that for only a few hours. 


Passive Policy in the Last Half of 1928 


No further measures of restraint were adopted by the federal reserve sys- 
tem in the latter half of 1928. This was due in part to the expectation, based 
on previous experience, that the seasonal demands for funds in themselves 
would act as a tightening and restraining influence. There was also some fear 
that with money rates at the prevailing high levels crop-moving and other 
busingss activities might be severely handicapped. 

ese expectations were not realized owing to developments in the ac- 
ca@tance market. The reserve bank buying rate for bankers’ acceptances had 
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been advanced, but at 414 per cent was still below the discount rate. There 
was a heavy demand for acceptance credits at the time, and metropolitan 
banks were able to obtain reserve bank funds at rates below the discount 
_ rate through the creation of acceptances and their sale to the reserve banks. 
The banks, therefore, were able to expand their security loans without going 
further into debt at the reserve banks. In fact, the purchase by the reserve ' 
banks in the New York money market of acceptances in large volume 
enabled the member banks actually to reduce their indebtedness to the re- 
serve banks at the very period when restraint of speculation should have 
continued to be reserve bank policy (Chart 3). Brokers’ loans by both banks 
and others increased rapidly (Chart 5) and bank loans on securities to others 
than brokers also increased. Stock prices rose rapidly (Chart 6). Money 
rates on acceptances and commercial paper did not rise in this period but 
rates for “street loans” rose sharply, reflecting the intensity of the demand 
for such loans (Chart 4). 

In the face of these developments, the federal reserve system failed to 
pursue affirmatively the policy of restraint adopted in the early part of 
1928. Taking the period from mid-summer of 1928 until the early days 
of February, 1929, the policy pursued by the federal reserve system may 
be characterized in the light of all that is known now, and much of which 
was visibly in process then, as a policy lacking in strong conviction with re- 
gard to current developments profoundly affecting the federal reserve sys- 
tem, the banking system, and the economic and financial condition of the 
country. 

In attempting to locate and assess responsibility for the delay and inac- ' 
tivity of the federal reserve system during the second half of the year 1928, 
the incontrovertible fact is that during this period as well as during the 
preceding year the leadership of the federal reserve system rested with the 
Federal Reserve Bank of New York. There is no attempt here to deny the 
responsibility of the Federal Reserve Board, without whose sanction no steps 
could be undertaken. But the responsibility of the Board was secondary. 
Its mistake was in waiting too long before assuming active leadership in 
firm intervention in the situation. A partial explanation for the hesitancy on 
the part of the Board at this time, in the absence of proposals for action from 
the reserve banks, may be found in the Federal Reserve act itself and in the 
tradition that had grown up in the system. This tradition was that initiative 
in credit policy should originate with the federal reserve banks, and that 
the Board’s function ordinarily should be to appreve or disapprove pro- 
posals brought forward by the banks. 

In the critical situation which developed in the second half of the year 
1928 the Board followed the course of waiting for proposals by the reserve 
banks to be submitted to it for review. No such proposals were ma&. It is 
true that on some occasions the Board had assumed a more positive attmyde 
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in the matter of the determination of discount rates, but on the last occasion 
on which it had aggressively intervened (the reduction of the Chicago rate 
in 1927) the reaction, both 1 in public and governmental circles, had been 
generally unfavorable. 

That the responsibility of the Federal Reserve Board was great, I should 
be the last to deny. But it erred chiefly in following the more customary 
course indicated by the law and by practice rather than adopting a bolder 
course which might have been possible under the law but was not clearly 
made the Board’s responsibility. 

Looking at the matter in a practical way, it will be recognized, and it 
should not be overlooked in this connection, that the unfavorable public 
reaction to the assumption by the Board in the Chicago rate controversy in 
1927 of authority to force rate action by federal reserve banks was not cal- 
culated to stimulate its sense of responsibility for appropriate and timely 
federal reserve policy. There is a great difference between the power to 
initiate action and the authority to review proposals after they have been 
made. 

No one can tell whether the policies of the federal reserve system in 
1927 and 1928 would have been different had the Board had full respon- 
sibility for action. But it is abundantly clear that acceptance by the Board 
of aggressive easing action proposed by the New York Federal Reserve 
Bank in 1927 and of complete abandonment of restraining action in the 
second half of 1928 proves that the Board, under the established tradition, 
was first too quick to fall in with a daring and dangerous proposal and later 
too slow to assume the leadership which was needed and was lacking at a 
most critical time. It is my belief that, if the Board had had full responsibility 
in the matter, it would not have adopted so readily the easing program of 
1927 and would have acted more promptly in assuming leadership after 
July, 1928. 

But be this as it may, as s things then were in the second half of 1928 the 
Board looked to the federal reserve banks for the initiation of further 
measures of restraint and the banks, in turn, depended on the leadership of 
the Federal Reserve Bank of New York. And New York’s leadership 
proved to be unequal to the situation. 

An inquiry why federal reserve bank leadership erred during this period 
would make an illuminating and most instructive contribution to the prob- 
lem of how to secure a more continuously effective leadership and respon- 
sibility in federal reserve administration. One observation may be made and 
that is that the supercharged atmosphere of the country’s great financial 
and speculative center is not one which can be said to be conducive to sus- 
tained getachment of mind and interest or to a clear perspective with regard 
to cugfent developments and their implications when the tempo is as swift 
as Æ was in this period of optimism gone wild and cupidity gone drunk. 
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However this may be, it is a fact that while the attitude of the federal re- 
serve banks was one of tolerance and temporizing and the federal reserve 
system as a whole was, as I have elsewhere stated, “drifting” in the midst 
of a perilous situation that called for intervention, the Federal Reserve 
Board was growing more and more anxious at the course of developments. 
Ultimately its anxiety reached a point where it felt that it must itself as- 
sume the responsibility of intervening in the dangerously expanded and 
expanding speculative situation menacing the welfare of the country. This 
it did early in February, 1929. 


Board's Direct Action Policy in 1929 


On February 2 the Board directed a letter to the federal reserve banks 
and on February 7 it issued a statement to the public carrying the substance 
of the letter previously addressed to the banks, in which, after expressing 
its anxiety with regard to current developments, it laid down an interpre- 
tation of the Federal Reserve act under which it was stated: 


The Federal Reserve Board neither assumes the right nor has it any disposi- 
tion to set itself up as an arbiter of security speculation or values. It is, however, 
its business to see to it that the federal reserve banks function as effectively as con- 
ditions will permit. When it finds that conditions are arising which obstruct federal 
reserve banks in the effective discharge of their function of so managing the 
credit facilities of the federal reserve system as to accommodate commerce and 
business, it is its duty to inquire into them and to take such measures as may be 
deemed suitable and effective in the circumstances to correct them; which, in the 
immediate situation, means to restrain the use, either directly or indirectly, of 
federal reserve credit facilities in aid of the growth of speculative credit. 


This interpretation was the basis of what soon came to be known as the - 
policy of “direct pressure.” It was, in brief, a method of exercising restraint 
upon the speculative credit expansion then in process by restricting the bor- 
rowings from the federal reserve banks by those member banks which were 
increasingly disposed to lend funds for speculative purposes. 

It should be particularly emphasized and noted that not until the Board 
thus declared its own attitude and the position which it deemed appro- 
priate for the federal reserve system as a whole did the federal reserve banks 
come forward with proposals for discount rate action looking to restraint 
of credit. It was on February 14, twelve days after the Board’s warning 
letter, that the Federal Reserve Bank of New York submitted to the Federal 
Reserve Board its recommendation that its discount rate be raised to 6 per 
cent. This was the first proposal for an advance in discount rates to reach 
the Board after the 5 per cent rate was established in July of the preceding 


year. 
Thereupon an acute controversy extending over a period of non de 
veloped between the federal reserve banks and the Federal Reserve BÒrd 
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with reference to the respective merits of the policies of control through 
discount rate advances and through “direct pressure.” It is the theory of 
discount rate advances that they inċrease the cost of credit to borrowing 
member banks and thus tend to restrain borrowings. In ordinary circum- 
stances, and especially when the discount rate of a reserve bank is abreast of 
or above going money rates in the market, the method of controlling an ex- 
panding situation through discount rate increase has frequently proved 
efficacious. But in such a situation as existed in the opening months of 1929 
with the rate for call money fluctuating between 6 and 20 per cent, it 
would have been necessary to step up federal reserve bank rates to un- 
precedented levels in order to catch up with the rapid ascent of rates in 
the open-money market. To have done that would have involved damaging 
disorganization of the whole structure of commercial money rates, with 
economic consequences that could not be accurately foretold and might 
easily in the then existing situation have proved disastrous. A prompt and 
energetic stepping up of the discount rate in the earlier stages of a pro- 
nounced credit and speculative expansion might have been relied upon to 
exercise an effective restraining and corrective influence, but when the rate 
of speculative expansion had attained such speed and the thirst for credit 
had attained such intensity as was the case at the beginning of the year 
1929 and earlier, control through discount rate increase, to put the matter 
mildly, is at best to be regarded as a frail reliance and a dubious expedient. 

In the circumstances which existed at the time when the Board made its 
announcement with regard to “direct pressure,” the speculator did not ask 
what was the cost of money but whether he could get it at any price. The 
increase of rate might even have been a relief to the speculative market inas- 
much as it would have carried the suggestion, whether so intended or not, 
that money would be forthcoming from the federal reserve banks so long 
as the stipulated price for it was paid. ‘Direct pressure,” on the other 
hand, works as the name indicates, by direct control of member banks in- 
stead of indirectly through money rates. As applied in 1929, it put the 
member bank, which was seeking federal reserve credit facilities in order 
to support or increase its extensions of credit for speculative uses, under 
pressure by obliging it to show that it was entitled to accommodation, and 
leaving undisturbed such member banks as were borrowing in the usual 
course from their federal reserve banks for meeting commercial require- 
ments. It was, in brief, a method of exercising a discriminating control over 
the extension of federal reserve credit such as the purely technical and im- 
personal method of bank rate could not do. “Direct pressure,” furthermore, 
is a more flexible method of control, capable of easy adjustment, if circum- 
stances shpuld demand. By comparison, the discount rate is a more formal 
ice fe one that in a rapidly shifting scene is rigid and clumsy. Pres- 
sure easily be increased or diminished through direct action. Change 
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of discount rate, because it is a more formal and public proceeding, takes 
on the aspect of a signal indicating change of direction or change of policy, 
and therefore is less likely to be invoked promptly as soon as indications of 
changes in the situation become discernible. To put it bluntly, though not 
elegantly, control by rate action in a speculative gale of such fury as swept 
the United States in 1929 is a good deal like spitting against the wind. 

The Board’s opinion that “direct pressure” would afford not only a 
method more appropriate in the circumstances than a discount rate in- 
crease but also one likely to prove highly successful in putting an effective 
pressure upon the hitherto expanding volume of speculative credit was 
vindicated by the influence this policy exerted shortly after the beginning of 
its application. 

From the beginning of February until the end of May brokers’ loans 
by reporting member banks declined by about $650,000,000; and although 
brokers’ “loans by others” continued to increase, the total of brokers’ loans 
showed a net decline in this period (Chart 5). Money rates increased 
sharply (Chart 4). Stock prices, which had been rising rapidly, fluctuated 
within a comparatively narrow range (Chart 6). 

By the middle of June it became apparent that in the then existing psy- 
chological and economic situation continuance of unremitting pressure on 
the market, particularly with the known heavy financial requirements of 
many leading industrial undertakings at the approaching end of the fiscal 
year, might precipitate a catastrophe. The Board, after a conference with a 
delegation of New York reserve bank directors, decided to relax for the 
time being but not to abandon its “direct pressure.” It was moreover then 
becoming evident that the stock market was reaching a point where it would 
collapse of its own weight, and that the principal concern of the federal 
reserve system should be to prepare itself to help the banks and the country 
to absorb the imminent shock as soon as it occurred. 

It is not without signficance in current discussions as to the proper dis- 
tribution of authority between the banks and the Board, that during the 
tension occasioned by the acute differences over the leadership of the federal] 
reserve system in the six months following the Board's declaration of its 
position of February 2, 1929, the five members of the Board who took the 
responsibility of formulating the attitude and policy for the federal reserve 
system were opposed by a minority of their own membership, including the 
Secretary of the Treasury, the governor and the vice-governor, by the twelve 
federal reserve banks and, finally, by the Federal Advisory Council and 
many, but by no means all, of the largest member banks. This was a formid- 
able opposition. Nevertheless the Board adhered to its position, firm in its 
conviction that it was pursuing the only proper and effective course &f action, 
belated though it was, which was open to the federal reserve syste at the 
time. That it did not err in its judgment from a public point of view Seems 
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sufficiently established by the fact that several of the most important amend- 
ments written into the Banking act of 1933 with regard to the federal re- 
serve system were based upon the attitude of the board as expressed in 1929 
and the procedures then developed. This was a ratification by the Congress 
of the United States of what had been undertaken by the Board in the early 
months of 1929 in the face of determined resistance. 


The Lessons of This Experience 


Looking at the record of this period 1927-1929, as thus briefly recited, 
certain conclusions, I believe, will suggest themselves to anyone who is se- 
riously interested in drawing from this chapter of federal reserve experience 
lessons which are pertinent to any future discussion of the modification of 
the federal reserve system brought about by the Banking act of 1935. More 
particularly, these lessons have a bearing on that phase of the new legislation 
which would provide a more definite concentration of authority over the 
open-market policy of the federal reserve system. 

The first of these lessons clearly points to the inadvisability of a division 
of responsibility in a matter of such vital national moment. Whatever might 
be said for the former system theoretically, it did not, in its actual working, 
produce a satisfactory result, as the 1927-1929 experience appears clearly 
to demonstrate; and it did not do it, in my opinion, because the responsibility 
was divided. 

Unity of responsibility, my experience with the federal reserve system 
has convinced me, is essential to the ceaseless concern and vigilance which 
are necessary for timely and vigorous action in matters of central banking 
policy and administration. I would put the matter this way: 

(1). The authority to initiate policies carries with it the opportunity to 
exercise leadership and involves a far greater degree of responsibility than 
the mere authority to approve or disapprove policies initiated by others. 

(2) The body which initiates a policy should be under obligation to 
watch its consequences and to inaugurate a change whenever circumstances 
make it advisable. In other words, responsibility should be continuous. 

(3) The judgment of the bankers or of officers of federal reserve banks 
regarding national credit policies has proved itself not to be infallible, and 
they cannot always be trusted to reverse their policies promptly when the 
public interest requires such action. 

(4) The authority to initiate national credit policies should be concen- 
trated in a single body which should have definite responsibility to the pub- 
lic not only for the initiation of policies but also for following them through, 
watching their effect and initiating changes or modifications when the pub- 


lic intfrest requires. 
s brings us, in conclusion, to the question in what body should such 
afthority and responsibility be concentrated. 


7 
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It is my convittion that it should be lodged in a body, no matter how 
constituted, having a national viewpoint and owing undivided allegiance 
to the general public interest. Its judgment should not be warped by the 
viewpoint of any particular section of the country or by the special interests - 
of any particular group. It should be an impartial, independent body with 
a keen and continuous sense of public duty and a point of view sufficiently 
detached to avoid having its judgment as to long-time policies swayed by 
the popular clamor of the moment. 

A. C. MILLER 
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THE RATE OF INTEREST AS COST FACT ; 
| OR AND AS ' 
CAPITALIZATION FACTOR 
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The effects of a change jp the rate of interest are crucial in many prob- 
lems of economic theory. ahe theory of capital and investment, the theory 
of money and banking, the theory of international exchange and, above 
all, the theory of byésiness cycles, all of them comprise the problem of the 
effects of a chang¢ in the rate of interest. In any economic policy, certain 
asstmptions concefning these effects are necessarily implicit. Most theories, 
whether expresslfy stated or implied in policy, employ a‘cost analysis. The 
customary line Af reasoning is, in brief :(a decrease in the interest rates 
lowers the cgfSt of production, whereupon an increase in production and 
investment ensues. A comparative evaluation of this analysis and of that 
based on reafponing in terms of capitalization of future yields is the aim of 
this paper $ 
Our asnptions must be established at the outset. In order to isolate 
_ the phendfifena ascribable to a change in the interest rate, we shall reject the ` 
psssibi@r of other independent variations. (fhe rate of interest under 
cons AEE: On is the rate at which capital is available for productive purposes 
over SE terms.)The realism of our conclusions will not suffer if we dis- 
regar ii langes applying to consumers’ credit transactions. It will suffice, 
for og urposes, to consider only the effects of a decreased intereft rate A 
_ Cla demands, on the one hand, a distinction between interest ort. 
ald i tment and interest on new investment and, on the other, betwee 
pn fixed capital and interest on working capital. In our use of 
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che increase in output which is sepposed | te follow a cownwatd shift of the 
marginal cost curve is the smaller the higher the gradient of tae cost curve 
< There cannot be any doubt that increasing marginal cost of production is is 
the gencraliy prevalent case even in business depression. (Assertions to the 
contrary originate mostly from erroneous average cost reasoning. ) Fur- 
chermoce, if the elasticitp of supply of labor and material is not infinite for 
the range under concétn the reduction of interest may easily be o ka by 
fin increase in direct labor and matétial cos stg Ne 

If we had a turnover three times a year and if the cate of interest were 

a to decline 20 per cent, from 5 per cent to 4 per cent, a rate of increase in 
direct per unit cost of merely 0.32 per cent would be sufficient to offset the 
effect of the decrease in the interest rate. If the iate of turnover were 
six times pet year, the effect of a 20 per cent decline in the interest rate 
on unit cost would be neutralized by a rate of increase in direct cost of no 
more than 0.16 per cent. Under the given assumptions a reduction in the 
*, interest payments by more thar 60 per cent would be needed for havin 8 
fa gglisct-a one per cent increase in direct cost. 

Granted. that increasing direct, costs had previously fotcstelled an ex- 
“pansion of oviput, is it probable that a very considerable addition to out- 
put can be achieved at unit costs only 0.16 of 9.32 per cent above those 
incurred for the established production? The i inceutige for an incredjse in 
production which may be nrovided by a decrease ig interest on working 

capital is extremely smell, It is equivalent tothe iuééntive arising from a 
\ price increase of no more than a fractioua! part ¢ ot one ner cent. 
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arithmetical example will show conveniently and realistically the relative 
importance of this constituent in production cost. Let us assume that with ` 
an outlay of $900,000 for wages and material an annual production of 
100,000 units is possible. If working capital is turned over once in n four 
months—three times a year—the old investment, or opening invento 
in working capital would be $300,000, If the rate of interest were A 
per cent per annum, the total interest charge on invested working capital 
would be $15,000, and the total average direct cost would amount to 
$915,000 
100,000 
With the interest rate at 4 per cent rather than 5 per cent the charge 
on old working capital would be $12,000 and the direct cost per unit of 
output only 9.12, or 0.3 per cent less. In view of the 20 per cent decline 
in the rate and the total interest payment, the 0.3 per cent decrease in 
unit-cost appears disproportionatcly small. This notable contrast is ex- 
plained by the fact that three fractions are employed in deriving the rele- 
vant figure—namely, the rate of working capital to total direct cost, which 
is dependent on the frequency “Of turnover, the interest rate on working 
capital, and the fractional decrease in the interest rate*, This reveals the 
significant fact, to which we call especial attention, that a change of one ~ 
per cent in labor or.material costs is much more influential on direct unit 
cost than the observed 20 per cent change in the rate of interest.’ 


IV 
In principleflany decrease in marginal cost is an incentive to increase 
the output at a given price. The increase in production requires, of course, 
enlarged investment in working capital. Should we anticipate that a con- 
siderable or a relatively unimportant athount of new investment in workings 
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uty capitalized at a lower rate of interest. An instrument of production 
infinite service life vould gain in value by 23 per cent if the rate 
test were tu drop rom 5 to Í per ccnt.¥The sharp rise in prices 









d invegment in fixed capital. 
“equilibrium position the cost of constructing durable instruments 
most be equal to the capitalized expected yield of these instruments. At 
given prices of the product and given prices of labor and material which 
wil! have to be combined with the durable equipment, “the return oa this 
equipment is also given. There is a rate and only one rate of interest at 
*vhich the capitalized returns are > equal to t ‘the | given cost of producing the 
vi ablegequipment.® 
Now if the rate of interest is reduced, the value of all durable equip- 
cut must rise and must exceed the cost of construction. The rise in valve 
f durable capital goods, results, of course, in a mse in their price, since 
ne may borrow capital at the lowercd rale of «” per cent, biy the equip- 
Pent and get a yield of 7 per cent on the ey P. Hence the increased de- 
pout» ill raise the price from P to P’. As long as one can’ ‘produce the 
5 pita, good at former cost one makes a profit, That this protit is an effec 
‘tive’ ccntive for the construction of fony-lived capital goods is obvious. The 
- ma is morc than 5 per cent, if the interest rate drops from 5 to 4 
per. t andtf the expecred service life of the good is 10 ycars; anc! it is 
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X 
táin labor-saving machine would not be economical. At the same wage- 
rates, but at a lower interest-rate it may become economical to borrow capi- 
tal and to install the labor-saving machine, The substitutability of capital 
goods for labor or the substitutability of more expensive capital goods for 

less expensive ones which may be made profitable by lowered rates of 
interest depends upon technical conditions. The relative size of changes of 
this sort is, therefore, not to be estimated a priori. 

Depreciation from wear and tear and obsolescence, the risk factor, and 
interest on the new investment in fixed capital stand against the advan- 
tages which can be realized from an instrument of the type in question. ~~ 
Given all other items, the introduction of the new instrument will be un- 
profitable at a certain rate of interest but will become practicable or pre- 
ferable when the rate of interest is lower. Hence new investment in new 
fixed capital is undertaken, ee ee ee 

VI 


VThe new investment in new fixed capital induced by lowered interest 

is, in the opinion of many theorists, inseparably connected with the choiga.—~ 
between different technics of production’ It has been said that ever the 
existence of a positive rate of interest would be dependent on the forth- 
coming of technical innovations. That this is not true, and that a lower, 
rate of interest is effective in inducing fixed “investments un@mplicated 

by techiiical considerations is easily seen when the i interest tale is regarded, 

not as a tost factor, but as a Fattor of the capitalization, srocedure. It is 


evident thatthe’ decrease in the Tate of interest-intrognces, -by way of 
capitalization of future yields, an incentive for new divestments in fixed 
capital. The capitalization effect works itself out‘yhether or not there 
“are alternative methods of production for single tnterprises. The increased r 
investment in fixed capital, due to a decreased £2te of interest as capitaliza- 
tion factor, may take place without the ad Sption of a single new method 


of production. - 
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expresses the situation where it is not yet D fitable to substitute the new instrume: 
the less “capitalistic” method. When by the reduction of the rate of interest the 
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HOW THE WISCONSIN PROPERTY TAX 
COLLECTIONS ARE SPENT 

Of the purposes for which property tax revenue is spent in the State of Wisconsin, 
roads, streets and schools are by far the most important. These taxes are collected by the 
city, village and town or township treasurers. In 1931, 38.2 per cent of the revenue col- 
lected by the town treasurers of nine counties was spent for roads and 36.1 per cent for 
schools. Of the property taxes collected by the village treasurers, 22.4 per cent was spent 
for streets and 46.3 per cent for schools. The corresponding figures for the cities are 16.9 
and 42.4. The next largest items are: towns, general governmental purposes, 9.3 per cent; 
villages, general governmental purposes, 9.4 per cent; and cities, law enforcement and 
protection of property, 10.6 per cent. 

The criticism of the general property tax continues unabated. This is to 
be expected in view of the emphasis still being placed upon it by the states 
and the smaller political subdivisions as a source of funds. Well over half 
of all the revenue of these units is raised by means of this tax. In Wis- 
consin, 61.5 per cent was thus raised in 1932.1 In New York State, the 
average for 1928, 1929, and 1930 was 72.0 per cent; in Minnesota it was 
77.6 per cent; in Michigan, 77.8; in Ohio, 80.5; in Indiana, 85.2, and in 
Illinois 88.1.3 

Until substantial increases are made in the funds derived from other 
sources, all that the tax levying officials can do to decrease the property 
tax burden is to plan the governmental expenditures as economically as 
possible upon the basis of (1) the relative essentiality of the services and 
(2) the prevailing standard for each of the services currently rendered. 
The essentiality, however, is somewhat dependent upon the unit costs of 
rendering the services. Hence, the tax levies cannot be adjusted intelligently 
unless information is at hand relative to these costs. 

An analysis of the property taxes collected in 1931 in nine Wisconsin 
counties? throws some light upon the proportionate amount required for 
each purpose. The governmental services rendered in this state, in both 
quantity and quality, are undoubtedly equal to the average of the country. 
The year 1931 was, perhaps, the last one which, as far as tax levies and 
expenditures of public revenue are concerned, can be considered normal. 
These nine counties are a fairly good sample. Nearly all sections of the state | 
are represented. 

In Wisconsin, only the counties, cities, incorporated villages, towns* and 
school districts levy the general property tax.” Each of these units detetmines 


* Bulletin No. 53, Wisconsin Tax Commission (1932). l 

* Lefer and Groves, “Wiscoosio Industry and the Wisconsin Tax System,” Bulli 
Number 3, Univ. of Wisconsin Bureau of Business and Economic Research, pp. 74 
75 (1931). . 

* Buffalo, Clark, Douglas, Kenosha, Manitowoc, Marathon, Portage, Saint Croix, 
Wood. 

* These units correspond to the “townships” of some of the other states. 

“The state may levy such a tax but it has not done so since 1930. 
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what diferent a from the 0.16 to 0.32 per cent of our previous ‘cost: 

eo calelätion?- 
The various features of discount procedure seem most apparent for the 
l longer deferred payment. Can it be successfully contended, however, that 1f 
the net returns on fixed investment are discounted, that if all allowances 
for ‘depreciation are made, all capital becomes “perpetual”? and all dis- 
countable income series infinite? If so, it follows that, no matter how dura- 
ble physical equipment might be, a decrease in the rate of interest from 
5 to 4 per cent would raise all capital values by 25 per cent. However, 
the contention is erroneous. The gross return, including allowances for 
> replacement, rather than net yield is capitalized;,hence, the returns yielded 
' by the Jonger-lived instruments ate affected more by the capitalization pro- 
cedure. With a given fall it the rate of interest the value of durable goods 
t ‘rises morethan the_ the value of of goods. of_shotter service life. The_increased 
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_ investment in fixed capital which is brought about by a reduced interest rate 
l constitutes that notable lengthening of the investment period which i is the 


nucleus of modern theory of the business cycle. 7 

IAN e have seen that the increased investment which may result from a 
reduction in the rate of interest is essentially investment in fixed capital. 
| “Increased investment in working capital is merely incidental to the ex- 
a e sim of fixed capital investment and is not an independent effect of the 
‘at aid change in the rate of interest. It is the capitalization procedure 
meat increase in the demand for and in the prices of capital equipment 
As ae rig inc these consequences rather than short-run cost seasoning: cea 
te understanding the interest rate as a capitalization factor“one is able 
yze mote convincingly a number of shortcomings of some pure and 
applied theories. Also,“one may explain why lowered interest does not 
icake d increased investment in times of distorted cost- -price relations. If 
haze tes ate inflexible and prices are depressed, the entrepreneur cannot 
erie efurns on fixed investment by. undertaking productive activity. No. 











r n senig aae while the eae in cost-price relations 
Foe sists ‘in other words, if the costs of labor and material fail to_readjust 
i A pes low interest rates cannot do anything for creating investments 










Re bie should be noted that capitalization and cost reasoning may be identified if syfi- 
ERRi; in ng periods (and the community as a whole) are considered. See Howard Ellis, 
na onerary Theory, pp. 415-425. The conttast discussed in this article refers to the 

yRLts implied in the calculations within’ established firms. 
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be even more discriminating than it is generally considered to be. In 
the third place, for the units affected by tax delinquency, the expenditures 
with property tax revenue fall short of the levies by the amount of the de- 
linquency, unless, in lieu thereof, money is borrowed. Finally the schedules 
are lacking in detail. Hence, they really are of value only as an indication 
of the total amount of property taxes levied by the units. 

In the Wisconsin analysis, the property tax revenue of each county, 
village, city and town was analyzed upon the basis of its actual total 
expenditures of the same year.6 The amounts of non-property revenues 
designated for specified purposes were deducted from the disbursements 
for the respective purposes, the balances being the expenditures which 
were made with the revenues available for all purposes, of which the 
property tax really 1s one. The general property taxes collected were as- 
sumed to have been spent for the several purposes in proportion to these 
balances. 

There are 194 towns in these counties, 46 incorporated villages and 
21 cities. The towns and villages doubtless are fairly representative of the 
state. However, the largest city included is Superior. Its population in 
1930 was 36,113. Only three other cities are above 10,000: Wausau with 
23,758, Manitowoc with 22,963, and Stevens Point with 13,623. Hence, 
the cities are representative only of those whose population is 36,000, or 
less, each. The city of Kenosha was not included. A summary of the data 
is shown in the accompanying table. 

“General government” means the salaries and expenses of the county, 
village, town and city officers, upkeep of the buildings owned by these 
units, and similar items. “Law enforcement and protection of property” 
represents chiefly the outlays for the police and fire departments of the 
cities and villages and the amounts used by the sheriffs’ departments of the 
counties. The towns spend very little for this purpose. “Health protection” 
includes such items as the health boards of all of the units except the coun- 
ties, the hospitals, sewage disposal and garbage collection and disposal in 
the cities and villages and the tuberculosis sanitoria of the counties. 

The expenditures for education by the villages, towns, cities and coun- 
ties represent money spent by these units for educational purposes in- 
dependently of the school districts. This item is of appreciable significance 
from the point of view of the towns on account of the high school tuition 
for pupils from towns which have no high schools, and from the point 
of view of the counties. “Other,” under “Education,” means mainly the 
salaries and expenses of. the county superintendents of schools, the ex- 
penses of the supervising teachers, the cost of building and maintaining 

"The basic data were taken from the 1931 annual financial reports of these units to 


the State Tax Commission, and the records of the respective counties relative to the collec- 
tion of delinquent general property taxes. f 
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the amount it wants for its own purposes. The towns, cities, and iricorporated 
villages are the primary tax levying and collecting units. Each county ap- 
portions its property levy among the villages and cities, or parts thereof, and 
the towns that lie within its boundaries. Each village, town, and city adds the 
amount needed for its own purposes to its share of the county taxes and its 
share of the school taxes, and levies the sum upon its property owners. Of 
the taxes which it collects, the portions due the school district or districts 
and the county are turned over to them. 

The school authorities have the first claim upon the collections; the village, 
city or town is next; and the county is the “residual claimant.” These claims 
must be satisfied in full in the order named, to the extent possible. Due to 
this arrangement, tax delinquency in Wisconsin is primarily a county prob- 
lem. A city, town, or village is affected only if there is “excess delinquency’’; 
i.e., if the delinquency in the total amount’ levied by it exceeds the county’s 
portion. It is the task of the counties to collect the delinquent taxes, and it 
is this unit of government which has the authority to take tax deeds. 

The study was made upon the basis of the tax levying and collecting units. 
The amount retained by each town, village, and city for its own purposes and 
that which it turned over to the county were analyzed separately as to the per- 
centage spent for each purpose. No special analysis was made of the revenue 
turned over to the school district or districts. It simply was considered to be 
so much money spent for educational purposes. Averages were calculated for 
the cities, towns and villages. 

Sometimes a tax analysis of this kind is made upon the basis of the 
data relative to the amounts of property tax levied for the different purposes. 
By this method, time is saved but accuracy sacrificed. In the first place, a 
unit’s schedule of levies is, at best, merely a budget; and it is as hard for 
a political unit to adhere to a budget as it is for a private individual. If the 
amount raised for a given purpose is found insufficient, the fund for another 
purpose is drawn upon, or the money needed is borrowed. In the second 
place, the schedules are sometimes prepared in such a way as not even to 
reflect the final expenditures as accurately as the average budget does. For 
example, if A represents the total revenue a unit expects to obtain from its 
non-property sources and B the total of its expected expenditures exclu- 
sive of those for roads, it may offset A against B. Then, if A is larger than 
B, the difference is deducted from the estimate of the highway expenditures 
or, if B is larger than A, the difference is added, and the resulting amount 
is levied upon the property owners. 

This is a purely arbitrary method of determining the levies. Obviously, it 
results in a schedule which is misleading with respect to the amount of 
property tax revenue which is actually spent for each purpose. According to 
a schedule prepared in this way, most of the money spent for highways 
comes from the property owners. If this were true, the property tax would 
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The first two figures in column one of the body of the table, for ex- 
ample, indicate that of the general property tax collected by the treasurers 
of the 194 towns, 4.7 per cent was spent for town general governmental 
purposes and 4.6 per cent was spent for county general government. For 
each of the three types of primary tax levying and collecting units, highways 
or streets and schools were the most important items. The total percentages 
for the former are 38.2 for the towns, 22.4 for the villages and 16.9 for 
the cities. Those for the latter are: towns, 36.1, villages, 46.3 and cittes, 
42.4, This shows clearly that, proportionately, the urban incorporated 
units spent considerably less for highways than the rural units did but 
spent more for education. This is due mainly to the proportionately greater 
number of miles of highways in the towns than in the villages and cities 
and the proportionately larger number of high schools and other types 
of schools above the elementary grades in the urban than in the rural dis- 
tricts. Under the cities, the expenditures for law enforcement and protec- 
tion of property also were fairly high. For the villages, this item was 
smaller and for the towns it was practically negligible. The police and 
fire departments of the cities and villages are responsible for these dif- 
ferences. 

CARL F. WEHRWEIN 

University of Wisconsin 
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county teachers’ training and agricultural schools, and the county aid to 
the elementary schools. 

“Charities and corrections” in all cases includes relief for the poor and 
aged. For the counties, it also includes insane asylums, mothers’ pension, 
soldier relief, the county jails and workhouses, etc. The “Miscellaneous” . 
item is larger under the cities than under the other two types of units 


THE PERCENTAGE OF THE GENERAL PROPERTY TAX REVENUE COLLECTED 
- IN THE TOWNS, THE VILLAGES, AND THE CITIES OF NINE WISCONSIN 
COUNTIES, SPENT FOR EACH PURPOSE, 1931 





Purpose Towns Villages Cities 
TOTAL 100.0 100.0 
1. General government 

a. Spent by towns, villages or cities 4.7 3,5 

b. By county 4.6 3.4 
2. Law enforcement and protection of 

property 

a. Spent by towns, villages or cities .2 9.4 

b. By county 1.9 me e 
3. Health protection 

a. Spent by towns, villages or cities 2 3.0 

b. By county. 1.1 1.3 
4, Highways or streets 

a, Spent by towns, villages or cities " 25.9 8.1 

b. By county 12.3 8.8 
5. Education 

a. Spent by towns, villages or cities 6.7 1.3 

b, By county 

į. For agricultural agent 4 2 
ii, Other 5.7 2.9 

c. By school districts 23.3 38.0 

`~ 6. Charities and corrections 

a. Spent by towns, villages or cities 1.6 2.6 

b. By county 6.6 6.1 
7. Interest - 

l a, Spent by towns, villages or cities ae 3.5 
F b. By county 3.3 2.5 
. Miscellaneous 8 4.2 


* Buffalo, Clark, Douglas, Kenosha, Manitowoc, Marathon, Portage, St. Croix, and 
Wood. si l 


*The retirement of loans, exclusive of the interest, was omitted as this represents a 
duplication. i 
" The City of Kenosha is not included. 


because of higher expenditures for recreation, represented by the parks 
and playgrounds, which the cities provide. This item also includes the 
amounts used for meeting deficits which occur in the operation of munici- 
pally owned utilities. The other items are self-explanatory. 


JUST PRICE IN A FUNCTIONAL ECONOMY > 


The current recrudescence of corporate economy bestows importance on historical 
analogies hitherto neglected. Medieval economy combined a corporate and functional con- 
cept of economic society with political ideals close kin to American constitutional prin- 
ciples, But at present, very incorrect notions of just price, widely accepted, preclude an 
objective examination of medieval economic theory by American economists. Just price 
is here examined in its historical sources, the Roman law and the writings of Augustine; 
development is then traced by quotation from the leading medieval thinkers, Just price 
thus appears as an integral part of a consistent social philosophy and properly applied as 
a workable general principle. 


I 


When the record of economic history is viewed in its full length, that 
lack of a system which we call the system of individualism is seen to be 
a recent episode. Historically speaking, only the last century and a half 
have endeavored to live an economic life without organization or control; 
and even within that century and a half, individualism has never held the 
feld uncontested. Since the war, as is perfectly evident, the nineteenth cen- 
tury individualistic mood has been replaced by a powerful twentieth cen- 
tury trend toward a corporate economy. Moreover, the economists of the 
English-speaking world who do not like the Hegelian outlook of Stalin, 
Mussolini and Hitler, face this world of facts under a severe handicap with 
the postulates of their own system challenged on various scores. 

In all the years of economic activity, and all the types of economic or- 
ganization before and since the brief day of liberalism, one only attempted 
to combine the ideas that “all men are by nature equal’’;? that the state is 
for man and not man for the state;* and that there is a measure and a limit 
and a norm for government interference with individual effort.2 When we 
are being pushed into a corporate economy, an historical example of a system 
that could maintain those three objectives is worthy of consideration. Any 
economy based on such theory, however faulty in practice, can in our pres- 
ent situation be profitably studied. From this emphasis on principle, it 
should be clear that we shall not describe the archaic external trappings of 
medieval economic life, upon which undue emphasis has been placed by 
enthusiasts and critics alike. The question is one of radical economic prin- 
ciples, not of gargoyles or stained glass windows. 

Yet the American economist does not consider the medieval system of 
economic thought a fruitful field of study. The reason is that he approaches 
the subject with a fundamental misconception; at the mere mention of just 
price or objective value, the matter is closed. Regardless of practical consid- 
erations, a concern for objective truth would alone justify a re-examination 
of basic medieval economic concepts. There are few subjects in the field of 

‘Thomas Aquinas, Summa Theologica, 2a 2ae quaestio 104, ad Sum. 


* Thomas Aquinas, De Regimine Principum (De Regno) Lib. 3, cap. ii. 
* Thomas Aquinas, Summa Contra Gentiles, Lib. 3, cap. 71. 
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social science upon which misinformation can be more readily obtained. 
Scholastic philosophy has recently enjoyed a renascence, both in develop- 
ment as neo-scholasticism, and in historically accurate studies. That the fruit 
of these studies has not penetrated into the economic world is evident from 
the fact that it was possible, as late as 1928, to reprint pages 90-96 of Dr. 
Lewis H. Haney’s History of Economic Thought, with the statement among 
others that: 


The general notion appears to have been that value is absolute, and objec- 
tive, and independent of price.* 


Nor can much be said for Dr. James Westfall Thompson’s summary save 
that it is in harmony with the tall gratuities found elsewhere in his volume. © 
Relying on a second-hand quotation from Thomas Aquinas, through an 
unidentified Miss Davidson, Dr. Thompson commits himself to the un- 
equivocal position that: | 

The Church’s concept of value was something absolute and ae from value 


in use and value in exchange, something independent of supply and demand, 
something intrinsic and fixed.® . 


Even so carefully objective an investigator as Dr. Norman S. B. Gras is 
able to remark of medieval economics rather complacently: 

It was assumed that there was such a thing as an objective value, something 
inherent in the object rather than in the minds of the buyer and seller. We 


now have had enough experience and have made enough examination of the 
problem, of course, to know that no such value ever existed.® 


Medieval schoolmen are frequently criticized for their lack of scientific 
method, though Hugo Grotius felt that: 
Whenever they are found to agree on moral questions they can scarcely be 


wrong, they who are so keen in discovering the flaws in each other's argu- 
ments.” 


But whatever may be said for the methods of the schoolmen, one can scarcely 
approve of the critical techniquė of the writers cited above or indeed of 
most writers in English on this subject. In such case, it behooves us to let 
the schoolmen speak for themselves, and thus to remove the principal mis- 
conception which has prevented modern writers from seeing in realistic 
perspective the medieval organic economy which is the only historical 
analogy which can now be of service to us. Our present purpose is to look 
the bogey of just price squarely in the eye, and thus to clear the air. Around 

* Haney, op. cit., p. 90. 

"Thompson, Economic and Social History of the Middle Ages, New York, 1928, pp. 
697-698. $ 

“Gras, “Economic Rationalism in the Late Middle Ages,” Speculum, viii, 3, July, 
1933, p. 305. 

. | Grotius, De Jure Belli et Pacis, reproduction of the edition of 1646, Washington, 

1916, pages unnumbered (17). 
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the correct conception of just price, we shall then seek to sketch some of the 
leading principles of scholastic economic organization. The space devoted 
to the question of price is objectively disproportionate but the disproportion 
is necessary under the circumstances. 


II 


The scholastic moralist in questions of right and justice founds his gen- 
eral principles on the natural law. The principles of the natural law, how- 
ever, are in many matters not sufficiently detailed to offer solutions for con- 
crete cases. For this reason, schoolmen have always conceded to the avil 
law a competence in determining the scope of certain rights, if not in con- 
stituting the rights themselves. For example, the right of acquisition by 
prescription is founded upon natural law, but it is for the civil law to de- 
termine after what period of time a title by prescription becomes valid. 
~ Acquisition by accession, by the finding of treasure, the determination of 
the formalities which are required for a binding contract, are other matters 
which, though grounded in the natural law, may in a specific instance re- 
ceive their final determination from the civil law. Not only is this true in 
general, but the moralist also regarded the statement of the natural law 
as contained in Roman law and, in particular, in the Justinian Code as very 
satisfactory in many respects. Thomas Aquinas devotes a whole special 
article to the corroboration of Ulpian’s definition of justice set down in the 
first sentence of the Institutes, a definition which had already been accepted, 
probably from legal sources by Ambrose,® and by Augustine.*® Later when 
specialists tn moral theology would separate the treatise De Jure et Justitia 
from dogmatic tracts and commentaries, the sequence and structure of the 
treatise would follow that of the Code very closely. 

The Justinian Code discusses the Falcidian law™ “which required that 
there remain entire to each heir a fourth part of his hereditary portion. 
But this law regarded only those estates unduly burdened with legatees.’’3* 
The law itself sought to settle a prolonged legal dispute which lies outside 
our present purpose. But what is to our present purpose is the commentary 
of the legist Paul in the Digests. Question has arisen concerning the manner 
of the computation of this one-fourth portion. 


The prices of things function not according to the whim or utility of indi- 
ideals but according to the common estimate. A man who has a son whom 
he would ransom for a very large sum is not richer by that amount. Nor 
does he who possesses another man’s son possess the sum for which he could 
sell him to his father; nor is that amount to be expected when he sells him. 


t Aquinas, Summa Theologica, 2a 2ae, Quaestio 58, art. 1. 

°? Ambrose, De Officits Ministrorum, Lib. 1, c. 24, Migne PL., vol. 16, p. 57. 

** Augustine, De Civitate Dei, Lib. XIX, c. 21, CSEL (CV), vol. 40:2, p. 409. 

1 Corpus Iuris Civilis, Krueger-Mommsen ed., Berlin, 1928, Institutes, xxii, p. 25. 
“pP, Vidal, S.J Institutiones Luris Romani, Prati, 1915, p. 594. 


474 7 Bernard W. Dempsey [September 


In the present circumstances he is evaluated as a man and not as somebody's 
son... . Time and place, however, bring about some variation in price. Oil 
will not be evaluated the same in Rome as in Spain, nor, since here as well 
prices are not constituted by momentary influences, nor by occasional scarcity, 
will it be evaluated the same in times of prolonged sterility as in times of 
abundant haxvest.18 


“Even after the extinction of the Western Empire in the year 476, the 
Roman law did not cease to have force. First of all, the clergy settled among 
the various German peoples were not hindered from using the Roman law 
in their own affairs even when these affairs were secular.’’** The case with 
reference to which this price doctrine occurs in the code was that of the set- 
tlement of inheritances. From very early times, the administration of wills 
and similar questions of the “orphans’ courts” were under ecclesiastical 
jurisdiction.*® Later scholastic writers of the highest authority refer specifi- 
cally and approvingly to this passage in substantiation of their doctrine of 
just price and the theory of prices underlying it.*® 

In view therefore of the place held by the Roman law in the schoolmen’s 
discussion of right and justice, in view of the close connection of ecclesiasti- 
cal and civil law on the precise point involved, in view of the general pre- 
eminence of Roman law in the training of the clergy, and in view of 
subsequent specific quotation by weighty authorities of the same tradition, 
the commentary of Paul on the Falcidian law can scarcely be denied a place 
among the influences forming medieval price and value theory. And that 
influence was certainly not in the direction of an objective and absolute 
value and price. 


IH 


Aurelius Augustinus, bishop of Hippo Regius in Africa, saint, Father and 
Doctor of the Church, would by some be placed outside the scholastic tradi- 
tion because of his platonist leanings. Yet so great was his influence upon 
all subsequent western thought, especially in the domain of psychology 
and epistemology, that the distinction would do violence to historical se- 
quence in spiteʻof the truth it seeks to emphasize. In the theory of value his 
influence is great as elsewhere. 


There is, however, a different value set upon each thing proportionate to its 
use. Wherefore we set a greater value upon some insentient objects than we 
do upon some sentient objects. So much so in fact, that were it within our 


3 Op. cit, Ad Legem Falcidiam, Digests, xxxv, 2, 63, p. 556. 

“EX. Wernz, S.J., Ius Decretalium, Prati, 1913, vol. i, Pars 2a, tit. xi, no. 10, p. 346. 

8 Wernz, op. cit, vol. v, Pars 2a, tit. IX, no. 2, p. 221. Blackstone, Commentary on 
the Laws of England, Philadelphia, 1860, Book III, ch. 7. nos. 5-6 (pp. 95-103), vol. 2, 
p. 72 sq. 

* Luis Molina, S.J. (d. 1600), De Jure et Justitia, Antwerp, 1615, Tomus H, Disp. 
348, sec. 4, p. 166. Joannis Cardinalis de Lugo, S.J. (d. 1660), Disputationes Scholasticae 
et Morales, Paris, 1869, vol. vii, Disp. 26, no. 38, p. 273. 
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power we should like to remove these living things from the order of nature, 
either because we do not know what place they hold in the scheme of nature, 
or, even if we did know, because we value these living things less than our own 
convenience. Who does not prefer to have bread in the house rather than mice, 
or money rather than fleas? But why be surprised since in the value set upon 
men themselves, whose nature is certainly of paramount dignity, very frequently 
a horse is held more dear than a slave, or a jewel more precious than a maid 
servant. Since every man has the power of forming his own mind as he wishes, 
there is very little agreement between the choice of a man who through neces- 
sity stands in real need of an object, and of one who hankers after a thing 
merely for pleasure.” 


This passage resounds through centuries of writing by scholastics and is 
found either in direct quotation or in paraphrase in almost every important 
treatment of the subject. Aquinas gives the substance of it;** Scotus refers 
to it specifically," and its influence is clear in Antoninus of Florence,* in 
Bernardine of Sienna,” in the great Dominican moralist, Dominic Soto,” 
and Cardinal de Lugo** among others. This is a decidedly imposing array of 
scholastic authorities who accept, approve and adapt the quotation from 
Augustine. And that analysis of Augustine’s can in no sense be interpreted 
as setting up an objective and absolute standard of value. 

And yet Augustine could say that “to wish to buy cheap’ and sell dear 
is a vice.” He narrates the story of an actor who promised on a certain day 
to reveal to the members of his audience: 


... what they had in their hearts and what they all wanted, and a large crowd 
assembled on the appointed day, silent and ant, to whom he is said to 
have announced, “You wish to buy cheap and sell dear.” That actor, either 
from self-examination or from experience of others, came to the conclusion 
that to wish to buy cheap and sell dear was common to all men.... Asa 
matter of fact, it is a vice.... I myself know a man to whom the sale of a 
book was offered; he saw that the seller was unaware of its real price and for 
that reason was asking very little for it. And yet he gave the seller, ignorant 
as he was, the just price which was far greater... . We have known people 
from humanitarian motives to have sold cheaply to their fellow citizens grain 
for which they had paid a high price. 

The inability to reconcile these apparently contradictory points of view— 
namely, that there is a powerful subjective element in our evaluations, and 
yet that there is a just price which is independent of my subjective judg- 


* Augustine, De Civitate Dei, Book XI, cap, 16, CSEL (CV), vol. 40, p. 535. 

* Aquinas, Summa Theologica, 2a 2ae quaestio 77, art. 2, ad 3um. 

» Joannis Duns Scoti Opera Omnia, Paris, 1894, vol. 18, “Quaestiones in Quartum 
Librum Sententiarum,” Dist. XV, quaestio 2a, n. 14. 

* Antonini Summa Theologica, Verona, 1740, Lib. I, tit. 1, cap. 16, no. 3. 

“ Bernardine of Sienna, Quadragesimale de Evangelio Aeterno, Venice, 1745, Serm. 35, 
ie ad e A 

£ Dominic Soto, De Jure et Justitia, Lyons, 1558, Lib. 1, cap. 6, q. 2, a. 3. 

3 de Lugo, op. cit., sec. 4, no. 42. 

M Augustini, Opera Omnia, St. Maur’s ed., Paris, 1841, vol. 8, De Trinitate, Liber 
MII, cap. 3, sec. 6, cols. 1017-1018. 


476 Bernard W. Dempsey [September 


ments, seems to be the reason why modern writers of ability and authority 
are led to make statements concerning scholastic price and value theory 
which are at variance with the truth to the point of being bizarre. How 
scholastic writers themselves effected this reconciliation, we shall seek to 
show by quotation as we proceed. But it may now be observed in general 
that the resultant of a large number of personal judgments, the community 
estimate, though partly subjective in origin, and partly objective, insofar as 
it is based on a consideration of the actual physical qualities of the object 
for sale, is for me in practice wholly objective. The matter is analogous to a 
political election; my vote may have gone for Mr. Hoover; the community 
estimate went for Mr. Roosevelt. Though my subjective choice was one of 
the factors determining the election, the ultimate outcome, Mr. Roosevelt’s 
presidency, is for me a wholly objective consideration. Similarly, my es- 
timate of the worth of an object to me will be one of the factors determining 
the community estimate which will determine the just price. Yet that just 
price, resultant of many objective and subjective forces, once determined is’ 
for me a wholly objective fact. 


IV 


The Dark Ages, if there were any such, offer us little new on price and 
value save the work of the canonists properly so-called who lie beyond the 
` scope of this present writing. The next writer of importance to whom we 
turn is Albertus Magnus (1193-1280), a Suabian of the noble family of 
Bollstadt, teacher at Paris and Cologne, bishop of Ratisbon and founder of 
the theological tradition of the Dominican order. Albert, though one of the 
few writers who quotes neither the commentary of Paulus, nor the famed 
passage of Augustine, is on his own grounds an advocate of just price. He | 
is commenting on the EsAies of Aristotle: 

There is accordingly always a just mean between gain and loss. This mean 
is preserved when in a voluntary contract the antecedent situation is equivalent 
to the consequent, that is to say, before and after the contract. A couch, for ex- 
ample, prior to the contract had a value of five; if one received five for it, 


the situation consequent to the contract is equal to that which was antecedent. 
No one can complain that he has been in any way injured thereby.%® 


Such exchange, however, does not take place through an equality of the things 
exchanged but rather according to the value of one thing in relative proportion 
to the value of the other with due regard for the need which is the cause of 
the transaction.*6 


This “need” of which Albert speaks includes not only my personal need 
of this particular object but also and more significantly the need which all 


= B, Alberti Magni, Opera Omnia, Paris, 1891, vol. vii, In Librum V Ethicorum, Tract. 
2, cap. 7, no. 30. 
= Ibid., cap. 9, no. 31. 
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men have of living in society and of exchanging with one another the prod- 
ucts of their labor, if human life is to be carried out on a level in any way 
proportionate to human capacity and dignity. My need is included, to be 
sure, but the principles of justice involved derive from the general nature 
of human needs in society, as the writer proceeds to show in the continua- 
tion of the passage cited above. 


According to this analysis, the carpenter ought to receive the product of the 
tanner and in turn pay the tanner that which according to a just exchange 
is his. . . . And when this equality is not preserved, the community is not 
maintained, for labor and expense are not repaid. For all would, indeed, be 
destroyed if he who makes a contract for so much goods of such a kind, does 
not receive a similar quality and quantity. For the state cannot be built up of 
one ni of workers alone. Properly, therefore, these things are exchanged 
not absolutely but with a certain comparison to their value according to use 
and need. Otherwise, there would be no exchange.” 


To this end, money was invented, that community life might be facilitated 
and preserved through just contracts which through the device of money are 
made both easier and more just: 


Wherefore all exchangeable goods are properly priced in money and thus there 
will always be exchange. ... While there is exchange, there is also a community. 
Now money equals all exchangeable goods just as the unit of a ruler by addi- 
tion and subtraction equals all things ruled. We have just said that without 
an exchange of products there will be no community life. But community 
life cannot be unless the products are reduced to proportionate equality. ... 
And this is the reason why the first and primary measure of all exchangeable 
goods (money, to wit) was of necessity invented.*8 


Lest his doctrine be misunderstood, Albert is careful to explain how what 
he says fits in with the traditional scholastic doctrine of immutable essences 
and final values with reference to a last end. Time has shown the wisdom 
and need of the warning. 


.. . In a certain way, natural objects are immutable, as for example, with 
regard to those first principles by which man is ordained for the good and 
the true, for these are imprinted on humankind and do not change. However, 
the use of these things when applied in practice varies with many customs and 
institutions. Thus, although with the gods every just thing is precisely so and 
in absolutely no degree otherwise, for with the gods nothing suffers Pange, 
with us, however, an object is by nature in a certain sense changeable, for 
whatever is human is changeable, and as this is the case, so there is in human 
justice an element that is of nature and an element that is not.?°? 


These citations manifest an intimate connection in the writer’s mind be- 
tween just price and social organization. Because men must live in com- 
munity, because life can be sustained only by mutual exchange of products 

* Thid., cap. 9, no. 31. 


= Ibid., cap. 10, no. 36. 
"Ibid, Tract. 3, cap. 1, no. 49. 
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for the subvention of mutual needs, the contracts arising from these ex- 
changes must be equitable. And if they must be fundamentally equitable, 
the expression of that basic equity in money must be a just price. The proc- 
ess, as a Whole, is radically a social phenomenon arising from man’s need 
for life in society, and his inability adequately and congruously to develop 
his personality alone; “the commonwealth cannot be built up of one type 
of workers alone.” Albert is talking not only of a division of labor but 
more particularly of the organic interrelation arising from this specialization 
of function. Because exchange is socially necessary, money is socially neces- 
sary, and because both money and exchange are designed to serve the de- 
velopment of persons in community, the quantitative determination of price 
is necessarily social, Prices must be equitable because all of the functional 
groups are necessary to each other and live in mutual interdependence. By 
fair exchange manifested in a fair price, is progress made and the common- 
wealth maintained. 

Had Albertus Magnus no greater claim to distinction than his part in the 
intellectual formation of Thomas Aquinas (1225-1274), it should be 
enough. Master and pupil are both Doctors of the Church, and the works 
of Thomas are rightly regarded as an epitome of medieval thought. Before 
we turn to the question as to whether Thomas thought that value and price 
were exclusively objective, it is necessary to consider briefly the structure of 
the society in which these transactions would take place. 

That human societal relations are natural and, therefore, both normal 
and normative is axiomatic in the work of Thomas Aquinas as indeed in all 
scholasticism. The principle of Aristotle, “Man is by nature a social ani- 
mal,” is cited almost every time a social topic is discussed. Out of the in- 
numerable places in Thomas's vast works that touch upon social analysis, we 
limit ourselves to a few which indicate in what manner he'regarded society, 
economic society included, as organic. ' 

Economic need is one of the most powerful motive forces impelling to 
social organization, in the mind of Aquinas as well as in that of Albert. 
“Man is naturally a social animal.” This is evident from the fact that one man 
does not suffice for himself if he lives alone because the things are few in 
which nature makes adequate provision for man, since she gave him reason 
by means of which to provide himself with all the necessities of life such as 


food, clothes, and so forth, for the production of which one man is not enough. 
Wherefore man has a natural inclination to social life. 


In a totally different connection, and in a different work, after an introduc- 
tion which is almost verbatim with the above, Aquinas continues: 


Just as one man has various members by which he functions in various capaci- 
ties, all ordered to supply any need, since all functions cannot be supplied by 


= Aristotle, Nichomacean Ezhics, Book I, c. 7. 
© Aquinas, Summa contra Gentiles, Book II, c. 85. 
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one member, so the eye sees for the whole body and the foot carries the whole 
body. Likewise, in what pertains to all mankind, one man is not able to do 
all the things which are needed in a society, and, accordingly, different people 
properly work at different tasks. 


But since in Thomas’s thought, order and liberty when properly conceived 
are not exclusive notions but complementary ones, he explains: 


This diversity of men in different functions, happens, in the first place, by 
divine providence which has so distributed the of men that a o nec- 
essary for life will ever be found wanting. But this also comes about from nat- 
ural influences by which different men -have different inclinations for this func- 
tion of that manner of life.?3 


The thought is also developed by an analogy from the animal world, the 
division of labor in the bee-hive. 

For, as many things are needed for man’s livelihood for which one man is 
not sufficient for himself, it is necessary that different things be done by dif- 


ferent men, that some, for instance, should cultivate the land, that some build 
houses, and so forth.*8 


All of which may thus be summarized: 


In civic relationships, all men who belong: to the same community are regarded 
as one body, and the whole community as one man.*4 


A division of labor, therefore, is fundamental in Aquinas’s idea of social 
organization and progress: 
For the welfare of human society, many things are o divers offices 
are done better and more expeditiously by divers persons than by men singly. 


But, though there be a division of labor, competition as a ruling principle 
is far from his mind. Scholastic economic organization is pre-eminently one 
of non-competing groups. 


In the temporal commonwealth, peace departs because the individual citizens 
seek only their own good. ... Rather through diversity of function and status 
is the peace of temporal commonwealths promoted inasmuch as thereby there 
are many who participate in public affairs.*® 


When there is combined with this organic concept of economic society, the 
scholastic doctrine on private property, which cannot be here elaborated, 
we achieve a conclusion which sounds odd to modern ears. 


All particular which men procure are ordained for the common good 
as for their end.* 


” Aquinas, Quaestiones Quodlibetales, Quodlibetum 7um, quaestio 7, art. xvii, ad 
corpus. 

* Aquinas, Summa contra Gentiles, Book IH, c. 134. 

* Aquinas, Summa Theologica, 1a 2ae, quaestio 81, art. 1, ad corpus. 

= Aquinas, Summa Theologica, 2a 2ae, quaestio 40, art. 2, resp. 

* Aquinas, Summa Theologica, 2a 2ae, quaestio 183, art. 2, ad 3um. 

* Aquinas, De Regimine Principum, Book I, c. 15. 
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And we come also to that fundamental notion of the basic community of 
goods which the institution of private property is to promote and not im- 
pede. 


And, therefore, the division and appropriation of goods that proceeds from 
human law cannot come in the way of man’s need of being relieved out of 
such goods. ... To use the property of another, taking it secretly in a case 
of extreme need, cannot, properly speaking, be characterized as theft.*® 


In the economic society of which Thomas had practical experience, these 
diverse functions and various tasks and offices and duties of which he speaks 
were carried out not by isolated individuals but by well-defined universitates 
and corpora, gilds, in other words, each of which was an organ of the state 
for fulfilling some requisite of community life. Thomas was no advocate 
of the modern “monolithic” state, ruled with high hand from above. Asso- 
ciation took place naturally on many levels. | 


Since there are ‘various grades and orders in these communities, the highest is 
that of the commonwealth which is ordained to procure by itself a sufficiency 
of goods for human life.** 


Thus, though the state has a proper regulatory office, these lesser associations 
should be left to carry out their organic functions freely within the limits 
of justice. 

The optimum in any government is that things should be provided for accord- 
ing to their own measure for in this does the justice of an administration con- 
sist. Accordingly it would be against the principle of human government if 
men were to be prevented by the governor of the commonwealth from carrying 


out their own functions, unless perchance for a brief time because of some 
emergency.“ 


From this brief sketch, of necessity inadequate,“ we wish to point out 
those factors in Thomas's analysis which bear on our present problem. The 
state is a natural society within which flourish many lesser codrdinate so- 
cieties, each enjoying within its own sphere an ordinate autonomy, all, how- 
ever, designed through codperation to serve the interests of the persons who 
compose the state, and all attaining these ends through an observance of 
justice which regulates those acts of men which concern a second person. 

With these observations in mind, what Thomas has to say on the subject 
of just price becomes more intelligible. On the origins of money and ex- 


* Aquinas, Summa Theologica, 2a 2ae, quaestio 66, art. 7. 

= Aquinas, Im Libros Politicorum, prologus. 

” Aquinas, Samma contra Gentiles, Book II, c 71. 

“Among the many writings on the political thought of Thomas Aquinas few com- 
pendious statements will be found to excel the work of Dr. Clare Q. Ried! of Marquette 
University, “The Social Theory of Thomas Aquinas” in Philosophy of Society, Philadelphia, 
1934. For a scholastic interpretation of general modern “value” theory see, Philosophy of 
Value by Leo R. Ward, of the University of Notre Dame, New York, 1930. 


~~ 
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change, he comments approvingly upon the words,of Aristotle,‘ but a fuller 
discussion is given elsewhere. 


To the end that exchange be just, as many shoes should be exchanged for a 
house, or for a man’s food, as the labor and expense of the builder or farmer is 
greater than that of the tanner because, if this be not observed there will be 
no exchange, nor will men share their goods with one another. . . . This one 
thing which measures all other things is, in truth, the need which embraces 
all exchangeable goods insofar as all things are referred to human needs. For 
things are not valued according to the dignity of their natures, otherwise a 
mouse which is a sentient thing would have a higher price than a pearl which 
is an inanimate thing. This is manifest because, if men had no needs, there 
would be no exchange. .. . In other words, insofar as the farmer, whose func- 
tion is the provision of food, is more necessary than the tanner whose function 
is the provision of shoes, by that amount in numerical proportion must the 
work of the tanner exceed that of the farmer so that many shoes are exchanged 
for one measure of grain. . . . Moreover, it is true that money also Ta 
the same as anything else... . That is to say that it has not always the same 
value but ought, nevertheless, to be so instituted that it have greater permanency 
in the same value than other things.** 


If, however, this reciprocity is absent, there will be no equality of the things 
exchanged, and thus men are no longer able to dwell together. . . . All the 
crafts would be destroyed if each would not receive an amount proportionate to 
that which he produced. 


In the light of these considerations of the natural and all-inclusive mutual 
interdependence of men, of the close articulation of all parts of .the com- 
munity for the maintenance and progress of all, and of the necessary ob- 
servance of justice if these ends are to be obtained, the jejune remarks of 
Thomas tn the passage usually cited from his works in this connection, ac- 
quire a fuller meaning. 


Buying and selling were instituted for the common good of both parties since 
each needs the products of the other and vice versa as is evident from the Philoso- 
pher. But what was introduced for the common utility ought not to bear harder 
on one party than on the other, and therefore, the contract between them should 
rest upon an equality of thing to thing. The piana of a thing which comes 
into human use is measured by the price given, for which purpose money was in- 
vented, as said. Therefore, if the price exceeds the quantity of the value of the 
article, or the article exceeds the price, the equality of justice will be destroyed. 
And, therefore, to sell a thing dearer or to buy it cheaper than it is worth, is, 
in itself, unjust and illicit... . The just price of things, however, is not deter- 
mined to a precise point but consists in a certain estimate. ... The price of an 
article is changed according to difference in location, time, or risk to which 
one is exposed in carrying it from one place to another or in causing it to be 
carried, Neither purchase nor sale according to this principle is unjust.*® 


“ Aquinas, In Primum Librum Politicorum, lect. 7. 

* Aquinas, In Decem Libros Eibicorzm, Liber V, lect. 9 (italics inserted). 
“Ibid, lect. 8. 

S Aquinas, Summa Theologica, 2a 2ae, quaestio 77. 
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Elaborate demonstration that scholastic writers are not concerned with an 
absolute, immobile, intrinsic value should, in the light of the quotations 
given, be quite superfluous; for “things are not valued according to the 
dignity of their natures.” Value rests upon a kind of estimate, not of the 
buyer and seller alone, but of the whole community. This is true because 
man is social by nature and for him production and progress are possible 
only in association. That society which arises through this association is a 
commonwealth in the fullest sense of the word, and will flourish only when 
all its parts are sound. By the production of a useful commodity, man 
makes his contribution to the commonweal for which contribution he 
expects a reciprocal support. Because social relations are governed by jus- 
tice, (which we do not here prove, but assume as axiomatic in scholasticism, 
or in any other civilized philosophy) the exchange must take place according 
to the community’s estimate of the social utility of the two products because 
the producer who expects sustenance from society in return for his labor, 
by performing his function in the soctal organism, has earned his right to a 
just return. The factors which will normally determine the community esti- 
mate of social utility are labor, cost of materials, risk and carriage charges. 


y 


There remains, for the sake of completeness, to consider the writings of 
a few other thinkers who each in his day enjoyed great authority and who, 
though accepting without qualification the traditional scholastic position, 
extended it in one or other minor point arising from the circumstances of 
his own time. John Duns Scotus, for example, Aquinas’s much younger 
contemporary (1265-1308) and the principal ornament of the Order of St. 
Francis in the field of speculative thought, extends or makes explicit sev- 
eral principles. After citing the two quotations from Augustine and setting 
down general principles substantially the same as those of Aquinas, Scotus 
continues: 


Beyond the rules which have been given above as to what is just and what 
is not, I add two. The first is that such an exchange be useful to the community, 
and the second, that such a person shall receive in the exchange recompense 
according to his diligence, prudence, trouble, and risk. . . . This second rule 
follows ee every man who serves the community in an honest function 
ought to live by his work. But such a one as transports or stores goods is of 
honest and useful service to the community, and should, therefore, live by his 
work. And, moreover, one can sell his effort and care for a just price. But great 
industry is required of one who transports goods from one country to another 
inasmuch as he must investigate the resources and needs of the country. There- 
fore, may he take a price corresponding to his labor beyond the necessary sup- 
port for himself and those of his establishment employed according to his 
requirements, and thirdly, something beyond this corresponding to his risk. For 
if he is a transporter or custodian of goods (eg in a warehouse), he does 


this at his own risk and for this risk he ts in conscience entitled to some 
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recompense. And this is especially true if, now and then, through no fault of 
his own in such a service to the community he suffers a loss; for a merchant 
engaged in transport now and then loses a ship laden with fine wares, and the 
custodian occasionally loses in an accidental fire, the valuable goods which he 
stores for the use of the commonwealth. 


It ts evident from these two conditions requisite in just business how some 
are called business men in a vituperative sense, those to wit who neither trans- 
port, nor store, nor by their own industry better a salable article, nor guarantee 
the worth of some object for sale to one who lacks the necessary knowledge of 
it, These people who buy only to sell immediately, under none of the above 
conditions ought to be crushed by the community and exiled. Such persons are 
called by the French regratiers because they prevent the unhampered exchange 
of those who wish to buy or make an economic exchange, and as a result, they 
render a salable and usable article dearer to the buyer than it should be, and 
dearer to the seller. Thus the contract is defective on both sides.¢ 


The emphasis given to cost factors on the supply side by Scotus caused 
certain sixteenth century scholastics to object to his theory as they under- 
stood it.** The version of the theory which they took they promptly riddled 
with objections very similar to those which the Austrian School brought 
against the classical cost analysis. Not even in this sense would the scholastic 
moralists tolerate an objective theory of economic value. However, as the 
commentator on Scotus justly remarks, “They object in vain, for the Doctor 
assigns justice and the causes thereof to the nature of the object .. . and the 
common estimate.” 

The increasing mercantile activity of the Italian cities brought new moral 
problems to the desk of Antoninus, saint, archbishop of Florence, and a 
moral theologian of great repute (1389-1459). Antoninus was not loath to 
recognize changed conditions and to apply the old principles to the new 
facts, and for this reason some have regarded his ideas as involving new 
principles. We shall here note merely that his approach is substantially that 
of Albertus Magnus two centuries before. 

Many unsupportable statements have been made concerning the medieval 
attitude toward trade; the neat summary of Antoninus will bear repeating. 
The notion of business implies nothing vicious in its nature or contrary to reason. 
Therefore, it should be ordered to any honest and necessary a ae and is so 
rendered lawful, as for example, when a business man orders his moderate gain 
which he seeks to the end that he and his family may be decently provided for 
according to their condition, and that he may, also assist the poor. Nor is 
condemnation possible when he undertakes a business as a public service lest 
necessary things be wanting to the state, and seeks gain therefrom, not as an end, 
but in remuneration for his labor observing all other due considerations which 


we mention. But if he places his final purpose in gain, seeking only to increase 
wealth enormously and to keep it for himself, his attitude is to be. condemned. 


“ Scotus, of. cit, nn. 21-22. 

“Soto, op. cit, Book VI, quaestio 2, art. 3; Molina, op. cit, Disp. 348; de Lugo, 
op. ctt., Disp. 26, sec. 4, no. 41. 

* Sancti Antonini, Archiepiscopi Florentini, O.P, Summa Theologica, Verona, 1740, 
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So close is the resemblance of the doctrine of Antoninus to that of his 
predecessors, that the first sections consisting of paraphrase and quotation 
from Aristotle and Aquinas may be omitted. We begin where he, para- 
phrasing Augustine, and accepting Scotus’s conclusions, proceeds to develop 
them. 


The value of an article rests on a three-fold consideration, (1) its intrinsic 
qualities, (2) its scarcity, and, (3) the desire which it arouses in us. 

The intrinsic qualities of a thing are known from the way in which, due 
to its inherent properties, it is more effective for our use. Thus, good wheaten 
bread has greater value for us than barley bread, and a powerful horse has 
greater value for traveling than an ass. 

Secondly, the value of a salable object is judged according to its scarcity, that 
is, things which are found rarely or with difficulty are more necessary in Ae 

rtion as, because of their scarcity, we feel a greater need of them and there 
is less opportunity of owning and using them. According to this pane 

rain is worth more in time of famine and scarcity than at a time when there 
is plenty forall.... 
irdly, a salable object is judged from its pleasant effect upon us, that is, 
according to the degree in which it pleases our fancy to own and use such 
an object. Thus no small part of the value of salable objects arises from the 
pleasure of the will taking greater or less satisfaction in the use of this thing 
or that. One horse is more pleasing to one person than to another, and an 
ornament pleases this saa more than that. 

The third thing to be considered regarding the value of an object is that 
we can hardly ever determine it except conjecturally and with probability, and 
this not at a mathematical point but within a certain range respecting times, 
places, and persons. . . . With regard to the second principle division, namely, 
that there is an appropriate range within the limits of which prices may vary, 
it should be observed that this may be known in three ways; from law, from 
custom, and from practical judgment. First of all, from the law—extra De 
empt. et vend., Cum Dilecti® This same proper range is known also in. a 
second way. For as Scotus says in his commentary referred to above, experience 
shows clearly enough that the matter is ordinarily left to those making the 
exchange so that, having due regard for each other’s wants, they judge them- 
selves to give and receive equivalents. . . . Thus a certain real gift or concession 
commonly accompanies contracts. It is therefore probable enough that when 
the contracting parties are mutually satisfied, they wish to concede something 
to each other as long as they do not too grossly depart from perfect justice. 

This same appropriate range of price is known, in the third place, from 
practical judgment. For practical judgment dictates that when a thing, which 
in itself is worth ten, is as dear to the owner as though worth twelve, if I a 
pose to own it, I must give not only the ten but as much as it is worth to him 
according to his desiré of retaining it.5° One reason why things are worth 


vol. 4, Pars 2a, Tit. lus, c 16, n. 2, col. 250. For an interesting comparison see Mill, 
Ashley ed., Bk. I, ch. 7, sec. 3, p. 106. 

“This reference is given as written by Antoninus. The passage will be found in 
Decretalium Gregorii IX, Lib. III, tit. XVII, De Emptione et Venditione, cap. HI, Alex- 
ander IH, Attrebatensi Episcopo, Corpus Juris Canonici, Editio Lipsiensis 2a, Leipzig, 
1922, p. 518. 

” Antoninus, op. cit, col. 255. 


1935] Just Price in a Functional Economy 485 


more or less is the shortage or abundance of money among the townspeople. When 
they have money, they buy and then things sell dearer, but when those who 
have power in the community need money, things are bought and sold for 
less,52 ' 


We observe here that with the passage of time and with.the expansion of 
Europe’s economic outlook, the just price analysis was not changed but de- 
veloped. In Antoninus, accepting and building upon his early medieval pre- 
decessors, we find a doctrine of value based upon three factors: (1) in- 
trinsic qualities, which are the foundation of value in any system save that 
of the hopeless idealist; (2) scarcity, which, as explained by Antoninus 
following Scotus, includes the element of cost; and (3) the subjective in- 
fluence of these objective qualities, (complacibilitas). Finally, some hint 
is given that money is becoming an independent factor in the process of 
translating value into price. These elements are, and must be the leading 
components in any value theory. Whatever may have been the source of 
the prevailing opinion that medieval value theory was inherent, fixed, ab- 
solute, objective, independent of supply and demand, that source was not 
the writings of the men who are the acknowledged spokesmen for medieval 
intellectual life. 

VI 


Scholastic writers demanded a just price because purchase and sale is a 
social transaction and social transactions are governed by justice. Purchase 
and sale is a social transaction because man is social by nature, and only 
through exchange is he able to provide himself with congruous sustenance, 
Man is a person with the right and obligation to develop and perfect his 
personality. But this he can do only in society. The two societies in which 
he invariably seeks and finds the proper medium for development are the 
family and the state, which are for this reason called natural societies. 
Among the functions of the state, one of the principal is the procuring of 
economic prosperity for its members, yet, for this purpose the state is not 
directly equipped. Men, ever social in tendency, in this as in everything 
else, lean naturally toward association for the more efficient fulfillment of 
their material needs, and the state achieves its purpose by fostering, protect- 
ing, or, if need be, restraining these associations. Functional associations of 
this sort are not absolutely indispensable to social life as are the family and 
the state but they are requisite for a healthy commonwealth for which rea- 
son they are called quasi-natural societies. They stand lower than the family 
and the state but above the purely conventional society like a joint stock cor- 
poration or a club. 

The achievement of prosperity is patently a codperative enterprise to 
which each producer brings his labor as his means of production and his 


* Antoninus, ibid., col. 186. 
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title to subsistence. For the protection of that right and the improvement of 
those powers, it is natural that man should associate with all, owners or 
workers, who function in the same industry where each makes his contribu- 
tion, whence each receives his sustenance. Such associations are the economic 
organs of the body politic; they are the vertical girders furnishing structural 
balance in the social edifice along with the horizontal, geographical, politi- 
cal framework. The exchange of the increased product made possible by the 
diversification of function must take place at a fair price, else the’ common- 
wealth will suffer. In an organism, the diminution of function in one organ 
means a diminution of function in all. When society permits transactions 
at other than just prices, it is cutting off its nose to spite its face, or is enact- 
ing the ancient pantomime of the hands that would not feed the lazy 
stomach.,"* 

In such an organization of society, the tension of class conflict, which is 
unnatural and philosophically as well as practically inhuman, is relieved be- 
cause men, on a basis of what they are, stand united according to what they 
do, not divided according to what they have or have not. There is achieved, 
not a sterile and futile socialization of goods, but a natural and fruitful so- 
cialization of men. | 

BERNARD W. DEMPSEY 

Saint Louis University 

“The application of scholastic principles to modern economy will be found in the 
five volume work of Heinrich Pesch, S.J., Lehrbuch der National Ökonomie, Freiburg, 


1907. Pesch was a pupil of Adolph Wagner, and Spann rates his work as “the most 
comprehensive economic treatise in the German language.” 


COMMUNICATION 
Economic Service: Comment 


He who assists in clarifying or preserving the meaning of an economic term 
renders a real service to the science. Mr. Wilcox has earned our appreciation 
by calling attention (American Economic Review, June, 1935, p. 283) to the 
tendency of ae utility companies to appropriate the word “services” as a 
description of all their products. Surely this term is worth saving from being 
stretched to include material commodities. 

But must we deny that any utility company sells services? Accepting Mr. Wil- 
cox’s conception of a commodity as being “characterized by utility, scarcity, 
transferability and matter,” there are utilities whose products cannot qualify as 
commodities. And among them is the electric utility, selected by Mr. Wilcox as 
an example of a utility selling a product which, only upon close scrutiny, is seen 
to be a commodity. 

Mr. Wilcox made his basic error in the realm of words, He accepted the 
popular statement that an electric utility sells “electricity,” while in fact it sells 
electric current. Then, having stated his intention of discussing “electricity as a 
service,” he proceeds to discuss electricity as a commodity. 

Now electric companies do not deliver to their customers supplies of the parti- 
cles of electricity described by Mr. Wilcox. These particles are present in such 
quantities in all the objects about us as to lack the requirement of scarcity neces- 
sary in a saleable commodity. Furthermore, were any company to render a bill 
demanding that a customer pay for electrons received, it might be shown that 
the electrons had returned to the generating plant to complete the traverse of a 
closed electric circuit. 

A company supplying electric current installs generators which take electrons 
and give them motion and so enable them to do work, much as an air pump gives 
motion to air particles and enables them to operate an air drill, or a carpenter 
gives motion to the head of his hammer and enables it to force a nail into a 
wooden timber. 

Surely this act of setting up a current, for which a company receives payment, 
tnay more aptly be termed a “service” than a “material commodity.” 

H. CHESTER MITCHELL, JR. 

Washington, D.C. 


REVIEWS AND BOOKS 


General Works, Theory and Its History 


The Formation of Capital. By HaroLD G. MOULTON. (Washington: 
Brookings Institution. 1935. Pp. xi, 207. $2.50.) 

This volume is the third in the Brookings study of the distribution of 
wealth and income in relation to economic progress, following close on 
America’s Capacity to Produce and America’s Capacity to Consume. The 
dominant theme of the book is that the formation of capital in modern 
society confronts an inherent dilemma. For savings to increase, it is neces- 
sary to reduce consumptive expenditures; yet for investment of these sav- 
ings to be profitable, it is equally essential that expenditures for consump- 
tion be increased. With our unequal distribution of wealth, savings con- 
stantly tend to comprise an increasing proportion of the national income, 
thereby reducing consumption, rendering accumulation unprofitable, and 
checking the formation of capital. 

According to Mr. Moulton this disease of excessive capital accumula- 
tion, though chronic, is intermittent. Since our industrial system always 
possesses some idle labor and capital, the production of capital goods and 
consumers’ goods can proceed concurrently, if only it can be financed. And 
the creation of commercial bank credit provides the financial means for the 
expansion of consumptive expenditures, thereby rendering profitable the 
simultaneous investment of accumulating savings. The solution, however, is 
but temporary. Great inequality in the distribution of wealth restores the 
ever-present tendency of savings to increase-too rapidly. Steady progress 
cannot be maintained; maladjustment’ in the form of over-expansion of 
plant and equipment looms on the horizon. Permanent remedy is to be 
found in “a larger flow of funds through i ae channels rather 
than more abundant savings.” 

Not always does the maladjustment take the form of industrial over- 
expansion. During the 1920's, though savings appear to have grown more 
rapidly than consumptive expenditures, expansion of plant was kept closely 
in line with the increase in consumers’ demand. An excess of capital ac- 
cumulation over productive investment developed, Between 1923 and 1929, 
savings ranged from $12 to $20 billions, while productive investment re- 
mained virtually constant at about $5 billions. Where did the excess savings 
go? Into the stock market, Mr. Moulton holds.“ . . . Aside from that 
portion which went into foreign issues, the excess savings were absorbed, 
dissipated, in bidding up the prices of outstanding securities.” 

Two or three points call for comment. In connection with the saving- 
spending dilemma, supposed to be not only chronic but also uninterrupted 

in a creditless society, it is to be noted that Mr. Moulton always assumes 
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an arbitrary increase in savings in advance of any increase in investment 
demand. But suppose the demand for capital goods rises first, due to tech- 
nological advance. Then even though the response of savings involves some 
reduction of consumers’ demand and therewith more idle plant, will not the 
foreseen economies in production lead business men to push through to 
completion the new capital investments? And if the productivity of capital 
continues to increase, accompanied by increasing savings, is it possible 
to rule out altogether the possibility of a process of gradual adjustment 
through changes at the margin? Surely this line of approach should be fully 
_ explored before we can regard the dilemma, even in a cash economy, as 
inevitable. 

Mr. Moulton is chary of advancing his full analysis as a theory of the 
business cycle. Yet the concurrent expansion and the later divergence of 
savings and consumptive expenditures are offered as an explanation of 
cyclical maladjustment and collapse. Only for a limited time, as business 
revives from depression, do capital accumulation and consumers’ outlay 
keep pace. Inevitably, the basic inequalities in income distribution lead to a 
too rapid increase in saving (and ordinarily, it is suggested, in investment 
too). The usual result (again not positively stated, p. 138) is a clogging 
of the markets for consumption goods. 

Were this view seriously urged as an explanation of the business cycle, 
it would certainly have to reckon with the weighty arguments advanced by 
Keynes, Hayek, and Robertson in support of the thesis that the causes of 
cyclical expansion are to be found in investment activity. If on the other 
hand, Mr. Moulton intends to advance his excess savings dilemma as in 
some way alternative or supplementary to an adequate business cycle theory, 
it is still necessary to deal with the possibility that this dilemma is not an 
independent cause of maladjustment, but is itself a result of the forces caus- 
ing cyclical fluctuations. And if this position is correct, surely the cure lies 
not in attacking the symptoms of the disease—increasing consumption at 
the expense of saving—but in treating the cause—controlling the cycle- 
generating forces—through monetary policy if that be the appropriate 
remedy. 

With regard to evidence presented to show that recovery comes first 
in consumers’ goods industries, two points may be noted. First, no monthly 
or quarterly data necessary to establish definite leads and lags, are given— 
only annual figures. Second, it is to be remembered that the period of time 
required for the production of most capital goods is rather long; funds 
invested, however, at once enter incomes and become demand for final 
goods. Thus an increase in the latter might show first even in short-period 
indices, although the initiating cause was to be found in rising activity in 
the capital-goods industries. Certainly this would seem to be true of railway 
mileage constructed and purchases of cars and locomotives, cited frequently 
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by Mr. Moulton as reviviog later than industries producing final consum- 
ers’ goods. 

Of the interpretation given to the events of the 1920's, two things may 
be said. The first is that the figures used to prove there was a great excess 
of savings over actual investment need careful scrutiny. Accepting the data 
for savings, which come from America’s Capacity to Consume, and turning 
to the figures for investment, we find that they are taken from a study of 
corporate security issues made by Moodys Investors’ Service, This yields 
an annual sum of approximately $3 billions for “net productive financing,” 
to which is added another $2 billions per annum for net flotations of mort- 
gages. This total of $5 billions contrasts strangely with the results of what 
is at least an equally reliable study, that made by Mr. Simon Kuznets for the 
National Bureau of Economic Research. If we take his figures for the flow 
of producers’ durable commodities and the volume of construction, cor- 
rected for parts, servicing, repairs and maintenance, we get an annual aver- 
age of $16 billions of investment outlay for the years 1923-1929. If we add 
to this net changes in business inventories and in claims against foreign 
countries, as surely seems reasonable, the annual average is nearly $18 bil- 
lions, a figure which at least equals if it does not exceed the data given by 
Mr. Moulton for annual savings. Where is the excess of savings? Something 
is wrong somewhere; both sets of figures cannot be right. 

Finally, even assuming that there had been a temporary over-abundance 
of capital funds, and that this excess was used to bid up stock prices, 1s it 
likely that funds so used would continue to churn around in the stock market 
indefinitely? A rise in stock prices stimulates corporate investment and new 
issues. If the new securities are in part investment-trust and financial issues, 
the process will be repeated; but the stimulus of low-cost financing is still 
there. And if Mr. Kuznets’ figures are to be our guide, actual investment did 
result. Theoretically, of course, funds can remain in the stock market. If 
they are being used to buy securities, they cannot at the same time be used 
to buy something else. Whether or not they did so during the ’20’s is a 
question of fact, with which Mr. Lauchlin Currie has dealt effectively else- 
where (Journal of Political Economy, April, 1934). The chief consideration 
against stock-market absorption of funds is the organization of the market 
itself, which has frequently been cited as an illustration of the economical 
use of money through effective clearing of the great bulk of transactions. 

Though economists not already favorable to underconsumption views will 
perhaps be unable to accept most of Mr. Moulton’s conclusions, the book is 
intensely stimulating and challenging. It is to be hoped that it will be 
widely read, for it should provoke fruitful discussion of the interesting and 
vital issues raised. 

P. T. ELLSWORTH 

University of Cincinnati 
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Capitalism and Its Culture. By JEROME C. Davis. (New York: Farrar and 
Rinehart. 1935. Pp. xvii, 556. $2.25.) 


I puzzled several weeks over this scathing critique of the profit motive. 
Yesterday I happened to take a 100-mile drive and to call on the manager 
of a huge pea-canning factory with whom and his board of directors, 25 
years ago, as a member of the State Industrial Commission, I had adjusted , 
the minimum wages and eight-hour day for women to fit the state law. I 
come this morning to a comparison. I think, after all, there must be some- 
thing worth while for our civilization in an awakened profit motive. I 
think also of the paper manufacturers who asked me and my students to 
find for them the best labor policy in the United States. Also I think of 
leading manufacturers in various industries who appreciated the need of 
unemployment insurance but wanted a plan that would leave them a margin 
for profit and would not compel them to pay relief to their competitors’ 
unemployed, which I thereupon worked out for them and they adopted. 

When my pea-canning establishment was started, 35 years ago, capital- 
istic promoters had come to the little town, had “sold” to the citizens and 
farmers the “idea” of the new amazing technical inventions that would 
mow the vines by the acre, would strip the vines from the pods, shell the 
peas and can them, take the neighborhood women and girls away from their 
kitchen thumb-aching pods and set them to sorting peas on a conveyor. And 
now I can see acres of pale green vines with prosperous farms through the 
countryside of exhausted wheat lands, growing abundance of cheap peas for 
a nation, all because the profit motive had been at work in that factory and 
among the farmers. 

Nearly all of the counts in the miserable indictment of our civilization 
brought by Davis against the profit motive I have myself experienced or 
investigated and verified. He backs them up with an arsenal of facts derived 
from capitalists themselves, from public investigating bodies, from private 
investigators like myself. I can even add items to his indictment. I have seen 
whole boards of directors of corporations continuously turning from the 
efficient management of their industrial plants to making fortunes by inside 
knowledge of their own stocks on the New York exchange. I have seen 
thriving properties in my own state, when hit by depression which they 
could not control, turned over to absentee banking syndicates in New York 
which, since then, have dictated harsh labor and price policies in Wisconsin. 
These items of inside speculation and exploitation of investors might be 
added to the painful iteration in Davis’s book. He does not distinguish be- 
tween the profit motive where it leads to betrayal of trusteeship to the na- 
tion and the profit motive where it promotes industry, agriculture and wide- 
spread welfare. Yet I may be out of date. What will happen to my pea- 
canners? 


* Cf. John R. Commons, Industrial Government (1921). 
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But I am not satisfied with his suggested alternatives to the profit motive. — 


I cannot see his self-governing codperatives inaugurating my pea factory. . - 


It required promoters from outside and the eager profit motive widespread -” 
among citizens and farmers. I cannot see his soviets inaugurating anything. 
They only take over or imitate the factories and farms which the profit mo- 
tive had installed. Nor can I see his monopolistic fascism permitting anything + 
new or progressive. I suggest, if the diagnosis by Davis is correct for the 
whole of capitalism, big and little, that he should set up as a still better ` 
alternative a frankly out-and-out military dictatorship to control the capital- 
ists. I would not trust the capitalists or their defenders, if they are to make 
their fortunes out of stock speculation instead of efficient management of 
factories, railroads, farms, wireless and airplanes. A military despotism, at 
least, would be compelled to look out for the health and welfare of the 
masses, for maternity care, for restriction of child labor, for universal edu- 
cation, playgrounds, etc., if for no other reason than to provide an abundance 
of good breeders for an abundance of athletic cannon-fodder. 

Though staggered by Davis’s indictment of the profit motive, and myself 
incapable of driving a bargain, yet I think nobody is up-to-date who does not 
at least look into what he has compiled. He expresses the explosions which 
I found on all sides among wage-earners and farmers 40 years ago in the 
depression of the 1890’s and again in the depression of the 1930s. Yet 
I still think that the profit motive, if accurately weighed and rightly di- 
rected, is about the main motive to depend upon. Why burn the house to 
roast the pig? - E 
JoHN R. COMMONS 
Madison, Wisconsin 


Economic Essays in Honor of Wesley Clair Mitchell. By ASHER ACHIN- 
STEIN and others. (New York: Columbia Univ. Press. 1935. Pp. ix, 
519. $4.25.) 

This volume in honor of Wesley C. Mitchell contains the following 
essays: 

(1) “Recent efforts of the federal government in the field of low-rental 
housing,” by Asher Achinstein; (2) “Genesis and import of the collective- 
bargaining provisions of the Recovery act,” by Paul F. Brissenden; ( 3) 
“Long cycles in residential construction,” by Arthur F. Burns; (4) " 
chasing power of the masses and business depressions,” by Paul H. Douglas; ™ 
(5) “Obstacles to the statistical approach in economics and the social sci- 
ences with special reference to England,” by P. Sargant Florence; (6) “The 
Marxian right to the whole product,” by Abram L. Harris; (7) “Some re- 
flections on retail prices,” by Oswald W. Knauth; (8) “Relation between 
capital goods and finished products in the business cycle,” by Simon Kuz- 
nets; (9) “Some basic problems in index-number theory,” by Edward E. 
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Lewis; (10) “Urban decentralization,” by Robert J. McFall; (11) “Some 
aspects of economic planning,” by } y W. Martin; (12) “On the changing 
structure of economic life,” by Fr i pans C. Mills; (13) “The rôle of the 
middle class in soctal developm a o populism, communism, social- 
ism,” by David J. Saposs; (14) “On the current skepticism toward system- 
atic economics,” by Horace Taylor; (15) “Economic and social aspects of 
internal migrations: an exploratory study of selected Swedish waa 
- by Dorothy Swaine Thomas; (16) “The problem of overcapacity,” 
Willard L. Thorp; (17) “Plateaus of prosperity and plains of o 
by Clark Warburton. 

The reviewer has found it impossible to review within any reasonable 
space seventeen essays, many of which deal with extremely complex problems 
and in which there is no one thread of continuity upon which all the essays 
can be strung for one type of analysis. This is, no doubt, inevitable in the case 
of any book of essays written in honor of an outstanding academic personality, 
since it is natural that the students of such a man will encompass a very 
wide range of interests. The nearest approach to a central thread in these 
essays consists in the fact that the majority of them are concerned in one way 
or another with the upheaval through which the international economy and 
the different national economies are passing. As an alternative to trying to 
give a reasonably brief and consequently entirely inadequate summary of 
each one of the essays the reviewer chooses to comment on four of the essays 
which deal with some of the more general aspects of the current economic 
upheaval. One of these four essays deals with the general subject of the 

changing structure of economic society; another deals with the most basic 
of the causes of the breakdown of our economic system; another deals with 
the efforts to overcome this breakdown through national planning; while 
the last analyzes the nature of the socio-economic movements which have 
been given tremendous impetus by the economic depression. 


Mills in his “On the changing structure of economic life” maintains as 
his central thesis that the essence of economic society is change. “The whole 
has properties of an order fundamentally different from those of its parts, 
and the behavior of the whole is not to be explained i in terms of the be- 
havior of the individual elements which make it up.” Again he says, “A 
static economy is conceivable, but the laws which describe its working have 
no meaning in the world into which economists are born and with which 
their theories should deal. Temporal change should enter as an integral and 
primary element of economic thinking,” 

Changes in the organization of business enterprise and in the structure 
of production, changes in the system of prices, and changes in the capital 
structure have profoundly altered the character of the economy. The ex- 
pansion of the structure of production over time brought about greater 
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efficiency, but the extended structure Mills believes to be more delicately 
balanced, and more sensitive to shocks than would be a simpler organization. 
The operation of a productive mechanism which is implemented with a 
towering structure of capital goods for profit-making purposes is accom- 
panied by an increasing production of goods of elastic demand. Consequently 
the productive mechanism is always subject to the-contingency of shifts in 
demand, causing more than proportionately large repercussions in the 
employment of men producing capital goods. 

Concurrently with the tremendous expansion of the system of prices in 
the modern economy has gone the throwing of additional burdens upon 
the price as a regulator of economic activity. Likewise the emancipation of 
price from governmental control began very soon to be accompanied by 
new restraints which produced new rigidities. Monopolistic and semi- 
monopolistic control, with or without a recrudescence of government regula- 
tion, prevents the flexibility of prices which is assumed to result from com- 
petition. As a result of the development of a price system insufficiently re- 
sponsive to changes in saving and investment, there may develop the appar- 
ent phenomenon of “‘oversaving’’ and “overinvestment.” While true exces- 
ses of saving or of investment do not exist, the apparent phenomenon does 
reflect fundamental structural defects in the economic system. Mills holds 
that the changes which are taking place “are modifying in fundamental 
ways the operating characteristics of the whole system we have built up for 
the satisfaction of our economic wants.” 


In discussing the theory of “Purchasing power of the masses and business 
depressions,” Douglas rightly says that orthodox economists have always 
looked with contempt on the theory. Indeed it would not be too much to 
say that disbelief in the theory has been considered the touchstone of 
economic literacy. Yet to demolish the theory, orthodox economists rely 
almost entirely upon the validity of Say’s Law. It would be interesting to 
know, therefore, how many economists there are, even among those who 
consider themselves orthodox, who would maintqin that an examination of 
the actual mechanism of our modern systems of production, marketing, 
banking and distribution would demonstrate that production generates what- 
ever purchasing power is necessary to take off the market whatever com- 
modities are produced. 

Douglas analyzes the well known theory and shows some of the ways 
in which deficiency of purchasing power arises. He then discusses “The 
purchasing power of the masses, other distributive shares, and production 
during the period 1922-29.” He concludes that the evidence clearly shows 
that the income of the masses did not rise fast enough during this period 
to take off the market the amount of goods which industry had become 
technically capable of producing. Douglas advocates preparing two indexes, 


1935 | General Works, Theory and Its History 495 


one of the total money prices of goods produced and one of the money 
incomes of the masses. Whenever significant disparity develops between 
these two indexes, he advocates a series of steps which would increase 
the incomes of the consuming masses. 


Martin begins his discussion of economic planning with the observation 
that “under the stress of the depression that burst upon the world in the 
autumn of 1929 the efforts to restore the old economic order definitely 
ceased, In almost every country, some form of economic planning, so called, 
has since made its appearance.” Economic planning in some form and in 
some degree is taking the place of the typical nineteenth century economic 
organization. Profits, competition, the gold standard, and international trade 
were “the economic maxims on which the nineteenth century stood four- 
square.” Martin maintains that the leading nations of the world, contrary to 
these maxims, are moving tentatively toward: (a) the organization of busi- 
ness undertakings by industries; (b) positive methods of meeting industrial 
depressions, 7.¢., not by a reduction in prices and costs but by a reinforce- 
ment of purchasing power; (c) pronounced nationalism in the conduct of 
monetary policy and international trade. He recognizes that the major indus- 
trial countries fall into two distinct classes in respect to their relation to 
economic planning. The dictatorships of Russia, Germany, and Italy he finds 
politico-economic in their tendencies, ‘The democracies of the United States, 
Britain and France are, by contrast, socio-economic in their outlook. Never- 
theless the direction of economic movement follows the trend line away 
from nineteenth century maxims and toward the three main tendencies 
enumerated under (a), (b) and (c). The author then discusses the various 
means by which the new forms of industrial organization, reinforcement of 
purchasing power and economic nationalism can be worked out. 


In discussing “the rôle of the middle class in social developments,” 
Saposs performs a service in pointing out that fascist movements are “the 
most recent progeny of populism.” Populism itself he sees as the character- 
istic form of middle-class protest against capitalism. The present depression 
has brought about a distinct revival of populism in the United States. On the 
assumption that the decline in business activity stops short of catastrophe, 
Saposs believes that populism here will be likely to continue to manifest 
itself in its democratic rather than in its fascist form. Although middle-class 
unrest is the dominant factor in socio-economic movements throughout the 
world today, the history of populism in the United States and elsewhere 
demonstrates, he believes, its probable futility. This is likely to be true 
because fundamentally populism seeks to restore the former position of the 
middle-class, small-business man and farmer. The march of economic events 
impelled by forces inherent in modern forms of industrial production render 
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this impossible. Saposs believes that the time is ripe for a fusion of the 
forces of the disillusioned middle class with the proletariat for a joint effort 
. at replacing capitalism with a collectivist society. 

CALVIN B. HOOVER 
Duke University 


Industrial Profits in the United States. By RALPH C. EPSTEIN. (New York: 
National Bur. of Econ. Research. 1934. Pp. xi, 678. $5.00.) 


This is a study based upon data published by the Department of Com- 
merce under the title Source Book for the Study of Industrial Profits. For 
2,046 manufacturing, 664 trading, 88 mining and 346 financial corpora- 
tions, the author has an unbroken record of income statements during each 
of the years 1919-1928, and in addition supplementary statements for 71 
corporations to carry the record through 1932. 

In a “preliminary note” on the problem of measuring profits, which con- 
stitutes a preface to the book, Professor Wesley C. Mitchell points out that 
profits are “appraisals of net changes in the position and prospects of the 
business as a whole—appraisals that look forward to the uncertain future 
as well as back to the irrevocable past. Like all mixtures of past history, and 
future anticipations, statements of profits are necessarily subject to variable 
margins of uncertainty.” It follows that a statistician who is trying to 
measure profits must be critical of his basic data, and the precision with 
which Professor Epstein has endeavored to weigh the importance as well as 
the significance of his statistical data amply manifests such care. He has set 
a standard of high quality for statistical studies of this character. 

While the fundamental object of the book is the presentation and 
analysis of statistics on industrial profits, it is conspicuously preoccupied 
with a central theme, viz.: that there does not exist an average or central 
rate of profits toward which all industries tend to “gravitate.” This general 
attack on the notion that profits tend in any precise way to gravitate toward 
a norm is unquestionably a healthy symptom and useful as a service to the 
development of theory. Furthermore, the presentation of a set of statistical 
facts which disclose the characteristics of static variability is a valuable con- 
tribution to theory. 

However, one may question the author's unwonted zeal to discredit con- 
ventional theories, in the light of the evidence he has at hand. Even classical 
economists would not maintain that the rates of profits would be uniform 
throughout economic activity—the very purpose of their distinction between 
natural and market prices was just this recognition of persistent market 
tendencies in a dynamic economic organization to diverge from central 
tendencies. The resulting picture statistically presented would be a static 
vatiability about a central tendency with a wider or narrower range of 
variability depending upon the type of industry and other factors—ino other 
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words, it would be just such a picture as Professor Epstein’s well executed 
frequency diagrams so clearly depict. 

Moreover, for the particular period which has been taken, one might 
expect to find a wide range of variability in profits obtained, largely due to 
the great measure of “economic planning” characteristic of the period— 
there were private monopolistic price stabilization schemes, national and 
international managed credit régimes as well as even national or govern- 
mental price stabilization schemes. To take such a period in which to test 
out the capacity for competitive profits to move toward a central tendency 
may not be a fair trial. One may well ask the question whether or not the 
sustained low earnings of certain proups of industries and high earnings of 
others during this period were not related to these conditions; and it is 
possible that “the failure of competition to function, as is often assumed, in 
directing the flow of productive resources between industries and groups” 
was due to the widespread vogue of planning and price-stabilization schemes 
of the period, supported as they were by managed credit systems. 

Taking the actual statistical results, it becomes a question whether or not 
one would say that they per se bear out the conclusion that profits do not 
gravitate toward a central tendency. The figures presenting the frequency 
distributions of profits for various periods and various groups of industries 
disclose a number of highly interesting statistical facts. In the first place, 
at times of normal activity, the distributions are nearly normal curves, while 
at times of drastic decline, the curves take on a very skewed character, only 
to converge back to normal frequency distributions again within the space 
of a short year or two. Allowing for this tendency to skewness during 
periods of rapid change, the frequency curves seem to show from year to 
year a very significant tendency to retain approximately the same range of 
variability, and to approximate a normal distribution with (statistically 
speaking) a significant central tendency. In other words, as profits swing 
down and up from year to year, there is a definite tendency for the whole 
range to swing in unison, giving the impression of a well defined and more 
or less concerted movement. That this interpretation is not wholly unique 
to the reviewer is indicated by the fact that such indeed was very largely 
the conclusion reached in a similar study of these same data made by 
Raymond T. Bowman under the title The Statistical Study of Profits (1934), 
to which Professor Epstein makes a fleeting reference. 

JAMES G. SMITH 

Princeton University 


Plan or No Plan. By BARBARA WOOTTON. (New York: Farrar and Rine- 
hart: 1935. Pp. 360. $1.60.) 

The problem of economic planning involves three levels of analysis: the 

engineering, the economic and the political. The past five years have wit- 
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nessed a deluge of contributions on the first (and simplest) level. We have 
had blueprints for a planned economy, charts of plenty and various techno- 
cratic schemes all revolving around the physical possibilities of our produc- 
tive machine, and deploring, whether explicitly or by inference, the sad 
pass to which it has been brought. 

With this book, the argument moves up to the level of economic. reason- 
ing. While much ink has heretofore been used in discussions of Marxism, 
it is a commonplace that Marxist writers are weak in the constructive prob- 
lems of operating that classless society toward which the whole creation is 
alleged to move. Miss Wootton has made a brave start toward raising the 
whole controversy to a more intelligent plane. It is not that she has said 
anything new to economists, but rather that she has said with clarity and 
no little felicity of style what has heretofore Jain imbedded in a jargon 
which the layman finds insupportable. It is the intelligent general reader 
who must in the end be convinced and Miss Wootton understands how to 
reach him. 

Chapter 1 sketches the nature of No Plan, indicates the rôle of the price - 
mechanism built up through innumerable individual choices among alter- 
natives, and in particular emphasizes the quantitative nature of the choices 
—the weighing of less and more. Chapter 2 sketches the economy of Soviet 
Russia and points out the extent to which decisions are transferred to 
central authority, and in what measure they remain in the election of the 
individual as producer or consumer. The Soviet devices of rationing, incen- 
tives, credit control, agricultural organization and a limited free market are 
introduced not by way of description but as mechanisms to accomplish 
certain ends which a free bargaining economy arrives at in other ways. 

The remainder of the book weighs (on the economic plane) the merits 
of plan versus no plan. Miss Wootton favors plan, which is not to say that 
she favors “communism” as against “capitalism.” Three secondary causes 
of trouble in an “automatic” price mechanism are found to be: first, the 
margin of error inevitable in the making of millions of decisions, all de- 
pendent on unknown future forces; second, the lack of a controllable mon- 
etary system; and third, the attempt to superimpose a mass of restrictions 
on a system of which self-regulation is thé cardinal principle. Beneath all 
these, and most fundamental, in the author’s view, lies the inherently “cen- 
trifugal” tendency of an unplanned system—that is, the tendency for each 
producing group to encourage the largest possible output by all other groups 
and to insist on the utmost enforceable scarcity for its own product. “In this 
whole matter we are up against one of those problems which arise whenever 
it is to everybody's advantage to be the one exception to a rule which every- 
body else observes.” It is the one against the many, the conflict of economic 
interest versus the joint interest of all in maximized output. 

Now, it may be asked, is not this a universal tendency of all organized so- 
ciety? Is there anything in the nature of a planned economy which can be 
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expected to overcome it? Memory runs back to the numerous communal 
experiments which have been wrecked on this rock. Miss Wootton sensibly 
admits that this centrifugal force can never be wholly eliminated. In so far 
as price incentives are relied on to apportion labor among industries, rela- 
tive scarcity will have its effect, except as mitigated by non-acquisitive social 
attitudes. But, what is more important (in the author’s view), “a planned 
economy can at least restrict the influence of this potential conflict between 
the one and the many to the sphere of activity of those who are to carry out 
as distinct from that of those who frame, the programmes of economic ac- 
tivity.” The managers of industry, though never wholly immune to corrup- 
tion “are at least exempt from the temptation, which is the despair of 
capitalism, to frame plans according to which the industry with which they 
are personally concerned will deliver as little product as possible in exchange 
for as much money as possible. Because the remuneration of the planners, 
or managers, does not vary directly with the margin of profit of any industry 
for which they have responsibility, this temptation has no meaning for 
them.” 

Miss Wootton regards public control of the means of production, at least 
in the major industries, as vital. The dilemma of expropriation or perpetua- 
tion of a class of rentiers, she would solve by the issuance of terminable 
annuities to security holders, thus providing for a gradual tapering off of 
vested interests. How all this might be brought about is another matter, 
whose discussion belongs on the political level. The merit of the book lies 
less 1n its conclusions than in the spirit of reasoned analysis of the economic 
problems which planning must encounter and in the effort to bring to bear 
on these problems the experience of the Soviet State. 

B. A. THRESHER 

Massachusetts Institute of Technology 


Encyclopaedia of the Social Sciences. Edited by Ep>win R. A. SELIGMAN 
and ALVIN JOHNSON. Vols. I-XV. (New York: Macmillan. 1930-1935. 
Pp. 10102. $112.50, the set.) 


Projected definitively eight years ago after several years of discussion, 
appearing volume by volume over a period of five and a half years, and 
now complete in fifteen volumes, this enterprise is colossal and unique. 
It is unique in scope and catholicity. Its nearest analogue, the Handworter- 
buch der Staatswissenschaften, is limited to economics with one article on 
Gesellschaftswissenschaft to indicate awareness of the existence of sociol- 
ogy.’ The Encyclopaedia includes not only economics and sociology, but also 


*The reviewer has not access at present to the fourth (post-war) edition of the Hand- 
wörterbuch but trusts to memory in stating that it has not substantially broadened its scope. 
The total number of pages (not including index and tables of contents) in the eight volumes 
of the third edition (1909) is 9542. The Encyclopaedia has 10102 pages. There is usually 
somewhat more on a page of the latter work. 
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politics, history, jurisprudence, anthropology, penology, social work, statis- 
tics, the “‘semi-social” sciences—ethics, education, philosophy, and psychol- 
ogy, and the “social implications” of biology, medicine, geography, linguis- 
tics, and the history of art. The contributors to the Handwérterbuch were 
almost exclusively Germans, with a sprinkling of foreigners for distinctly 
foreign topics. The Encyclopaedia is international. When “an American 
author of equal competence with a foreigner” could be found to write a 
particular article he was given the preference “on the score of convenience,” 
but throughout, the policy of the editors has been to select the writer best 
qualified. They have drawn upon the scholarship of the whole world. 

The initial and perhaps the principal object of the undertaking was to. 
foster consciousness of the interdependence of the social sciences and co- 
operation between them. To this objective we may probably attribute a 
unique feature of the work—the “Introduction” in Volume I. It contains 
an article by the editor-in-chief on the definition and classification of the 
social sciences, 221 pages on the development of social thought and institu- 
tions beginning with the Greeks and, under the title “Social sciences as 
disciplines,” 119 pages on the institutional history of these sciences in 11 
countries or groups of countries. This introduction does not, however, ex- 
clude more detailed histories of the special sciences. Thus for economics the 
fifth volume gives us 52 pages on the history of doctrine—a general in- 
troduction, and articles on the “Physiocrats,”’ the “Classical School,’’ ‘‘Mar- 
ginal utility economics,” the “Cambridge School,” the “Historical School,” 
“Socialist economics,” ‘‘Socio-ethical Schools,” “Romantic and universalist 
economics,” the "Institutional School.” No important school can complain 
of being overlooked either at this point or in the selection of contributors 
for special subjects. 

It follows from the character of the work that the readers of this journal 
would be better served by a review of significant articles on topics related 
to economics than by a review of those on economics itself. But the cobbler 
must stick to his last. As typical, however, of what many of us may have — 
done and of the piquant variety of the contents, the reviewer confesses 
that the first article he found himself reading when the fifth volume came 
to hand was not one of those on the history of economic thought referred 
to above, or J. M. Clark’s on “Distribution” or F. H. Knight’s on the theory 
of “Demand curves,” or E. J. Working’s on “Statistical demand curves,” 
but the one on “Diabolism.” An interesting history, that of the devil. His 
greatest achievement, some may think, is the depression which set in about 
the time when the first volume of the Encyclopaedia was going through 
the press. Published in January, 1930, this volume contains no hint of the 
calamity that had befallen the world. Nor does the second, published Sep- 
tember, 1930. But it has an article on “Guaranty of bank deposits,” a 
chapter in the history of eight American states which now has an almost 
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antiquarian flavor. As volume succeeded volume and contact with the con- 
temporary situation began to show, one wondered to what extent the 
alphabetical sequence would fall in with the swift course of events. But 
certain topics reappear under different titles so that the work as a whole 
is nearer to date than seeméd possible. Thus after articles on “Collective 
bargaining’ (W. H. Hamilton), “American Federation of Labor” (Com- 
mons), “Labor movement” (Commons) had appeared before Section 7a 
of N.ILR.A. was dreamed of, there was still “Trade unions” to look forward 
to. These are the subject of the first group of articles in the final volume, 
and in the division on the United States and Canada, Norman J. Ware 
gives no very detailed discussion of Section 7a indeed but as much as could 
be said tentatively in regard to its significance.* Other important features 
of N.ILR.A. are discussed in a somewhat general way under ‘Economic 
stabilization” (Soule) and, in greater detail, by Myron W. Watkins in 
articles on ‘Trade associations” and “Unfair competition.” 

There is no separate treatment of the present depression but in seeking 
light on its causes a combination can be made. Wesley C. Mitchell’s article 
on “Business cycles” is a useful summary of his great work on the subject. 
Its perhaps too brief section on “Leading explanations of business cycles” 
may be supplemented by articles contributed by exponents of different 
theories, e.g., Lescure on “Crises,” Spiethoff on “Overproduction,” Hayek 
on “Saving.” On the monetary and price aspects of the cycle there are the 
articles on “Money” (Gregory), “Price stabilization” (Commons), the 
“Price system” (Myron W. Watkins). There is no easy introduction to 
Keynes's bewildering “fundamental equations” and their gyrations but that 
may not be humanly possible. The most popular theory, now as in other 
times of depression, and the one on which daring schemes are most fre- 
quently based, the theory of underconsumption as the result of insufficient 
consumer purchasing power, is mentioned several times; but a somewhat 
detailed criticism would be helpful. The seasoned analyst easily finds rea- 
sons for rejecting the amateurish arguments of its more popular advocates, 
but the matter is not simple. 

On the most fundamental and controversial subject in economics, the 
theory of value and distribution, there are able statements by writers well 
qualified to present the point of view which is probably the most acceptable 
(at least provisionally) to the majority of American, English, and Austrian 
economists. F. H. Knight contributes on “Value,” “Demand curves,” ‘‘Sup- 
ply,” “Interest,” “Profit”; Viner on “Cost”; F. A. Fetter on “Rent”; 
Marschak on “Wages.” The helpless scepticism of those who disagree, quite 
properly in a work of this character, is given no expression. 

Confronted by the wealth of material presented, the reviewer feels at 


*There is also in Volume XIV one paragraph devoted to labor codes under ‘Trade 
agreements’ (Perlman). 
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loss. Only the wildest maverick would venture on criticism of the work 
of the foremost authorities, and the briefest summary of their articles is 
out of the question. Even a catalogue of the more important transcends the 
space allowable to a review. But some of those going beyond the interests 
of specialists, and symptomatic of the deeper anxieties of our time, may be 
mentioned. There is the masterly article by the editors in the ‘“Introduc- 
tion”-—““War and reorientation.” Also “National economic planning” 
(Lederle), “Imperialism” (Bonn), “Bolshevism” (Dobb), “Gosplan” 
(Dobb), “Russian Revolution” (Hans Koha), “Fascism” (Beckerath). On 
German fascism there is an article, “German national socialism” (Heuss) 
in Volume XI published in October, 1933. In the last group of articles 
in that volume, ‘‘Political parties,” there is one by Sigmund Neumann on 
the German parties already almost a matter of history. If, the volume had 
appeared a year or two later they might not have been recorded there, as 
the extinct parties of Italy are not recorded. And let us note that several 
German contributions to the earlier volumes have since then suffered a. 
change of address. 

With our rejoicing at the completion of this great work there comes also 
a feeling of sadness that no more volumes are to appear. In these none 
too cheerful times each volume as it came to hand was an event, and when 
its most inviting parts had been consumed there was the eager speculation 
on what the next would contain. Truly the editor and his associates have 
served us well. They have earned the lasting gratitude of a large body of 
students and of scholars. 

G. A. KLEENE 

Trinity College 


The Mind and Society. By VILFREDO PARETO, Edited by ARTHUR LIVING- 
STON. Vols. I-IV. (New York: Harcourt Brace. 1935. Pp. 497, 386, 548, 
480. $20.00, the set.) 

Pareto’s Genera Sociology: A Physiologist s Interpretation. By LAWRENCE 
J. HENDERSON, (Cambridge: Harvard Univ. Press. 1935. Pp. vii, 119. 
$1.25.) 

The final appearance, after being heralded for so many years, of the 
English translation of Pareto’s Trattato di Sociologia Generale is surely an 
event of the first importance for the social sciences of the English-speaking 
world, though perhaps not altogether for the reasons most generally her- 
alded. The editor, his collaborators and the publishers are to be congratu- 
lated upon the successful completion of so monumental a task. 

The particular form which Pareto’s venture into sociology takes happens 
to be of the greatest importance to all economists who are interested in 
the general status of their science relative to the other social sciences. 


Pareto’s experience has a peculiar relevance to the current methodological 
and 
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antiquarian flavor. As volume succeeded volume and contact with the con- 
temporary situation began to show, one wondered to what extent the 
alphabetical sequence would fall in with the swift course of events. But 
certain topics reappear under different titles so that the work as a whole 
is nearer to date than seeméd possible. Thus after articles on ‘Collective 
bargaining” (W. H. Hamilton), “American Federation of Labor” (Com- 
mons), “Labor movement” (Commons) had appeared before Section 7a 
of N.I.R.A. was dreamed of, there was still “Trade unions” to look forward 
to. These are the subject of the first group of articles in the final volume, 
and in the division on the United States and Canada, Norman J. Ware 
gives no very detailed discussion of Section 7a indeed but as much as could 
be said tentatively in regard to its significance.? Other important features 
of N.LR.A. are discussed in a somewhat general way under “Economic 
stabilization” (Soule) and, in greater detail, by Myron W. Watkins in 
articles on “Trade associations” and “Unfair competition.” 

There is no separate treatment of the present depression but in seeking 
light on its causes a combination can be made. Wesley C. Mitchell's article 
on “Business cycles” is a useful summary of his great work on the subject. 
Its perhaps too brief section on “Leading explanations of business cycles” 
may be supplemented by articles contributed by exponents of different 
theories, e.g., Lescure on “Crises,” Sptethoff on ‘Overproduction,’ Hayek 

n “Saving.” On the monetary and price aspects of the cycle there are the 
articles on “Money” (Gregory), “Price stabilization” (Commons), the 
“Price system” (Myron W. Watkins). There is no easy introduction to 
Keynes's bewildering “fundamental equations” and their gyrations but that 
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quently based, the theory of underconsumption as the result of insufficient 
consumer purchasing power, is mentioned several times; but a somewhat 
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sons for rejecting the amateurish arguments of its more popular advocates, 
but the matter is not simple. 

On the most fundamental and controversial subject in economics, the 
theory of value and distribution, there are able statements by writers well 
qualified to present the point of view which is probably the most acceptable 
(at least provisionally) to the majority of American, English, and Austrian 
economists. F. H. Knight contributes on “Value,” “Demand curves,” “Sup- 
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Marschak on “Wages.” The helpless scepticism of those who disagree, quite 
properly in a work of this character, is given no expression. 

Confronted by the wealth of material presented, the reviewer feels at 


* There is also in Volume XIV one paragraph devoted to labor codes under “Trade 
agreements” (Perlman). 
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politics, history, jurisprudence, anthropology, penology, social work, statis- 
tics, the “semi-social” sctences—ethics, education, philosophy, and psychol- 
ogy, and the “social implications” of biology, medicine, geography, linguis- 
tics, and the history of art. The contributors to the Handwörterbuch were 
almost exclusively Germans, with a sprinkling of foreigners for distinctly 
foreign topics. The Encyclopaedia is international. When “an American 
author of equal competence with a foreigner” could be found to write a 
particular article he was given the preference “on the score of convenience,” 
but throughout, the policy of the editors has been to select the writer best 
qualified. They have drawn upon the scholarship of the whole world. 

The initial and perhaps the principal object of the undertaking was to, 
foster consciousness of the interdependence of the social sciences and co- 
operation between them. To this objective we may probably attribute a 
unique feature of the work—the “Introduction” in Volume I. It contains 
an article by the editor-in-chief on the definition and classification of the 
social sciences, 221 pages on the development of social thought and institu- 
tions beginning with the Greeks and, under the title “Social sciences as 
disciplines,” 119 pages on the institutional history of these sciences in 11 
countries or groups of countries. This introduction does not, however, ex- 
clude more detailed histories of the spectal sciences. Thus for economics the 
fifth volume gives us 52 pages on the history of doctrine—a general in- 
troduction, and articles on the ‘‘Phystocrats,” the “Classical School,” ‘‘Mar- 
ginal utility economics,” the “Cambridge School,” the “Historical School,” 
“Socialist economics,” “Socio-ethical Schools,” “Romantic and universalist 
economics,” the “Institutional School.” No important school can complain 
of being overlooked either at this point or in the selection of contributors 
for special subjects. 

It follows from the character of the work that the readers of this journal 
would be better served by a review of significant articles on topics related 
to economics than by a review of those on economics itself. But the cobbler 
must stick to his last. As typical, however, of what many of us may have 
done and of the piquant variety of the contents, the reviewer confesses 
that the first article he found himself reading when the fifth volume came 
to hand was not one of those on the history of economic thought referred 
to above, or J. M. Clark’s on “Distribution” or F. H. Knight’s on the theory 
of “Demand curves,” or E. J. Working’s on “Statistical demand curves,” 
but the one on “Diabolism.” An interesting history, that of the devil. His 
greatest achievement, some may think, is the depression which set in about 
the time when the first volume of the Encyclopaedia was going through 
the press. Published in January, 1930, this volume contains no hint of the 
calamity that had befallen the world. Nor does the second, published Sep- 
tember, 1930. But it has an article on “Guaranty of bank deposits,” a 
chapter in the history of eight American states which now has an almost 
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expected to overcome it? Memory runs back to the numerous communal 
experiments which have been wrecked on this rock. Miss Wootton sensibly 
admits that this centrifugal force can never be wholly eliminated. In so far 
as price incentives are relied on to apportion labor among industries, rela- 
tive scarcity will have its effect, except as mitigated by non-acquisitive social 
attitudes. But, what is more important (in the author’s view), “a planned 
economy can at least restrict the influence of this potential conflict between 
the one and the many to the sphere of activity of those who are to carry out 
as distinct from that of those who frame, the programmes of economic ac- 
tivity.” The managers of industry, though never wholly immune to corrup- 
tion “are at least exempt from the temptation, which is the despair of 
capitalism, to frame plans according to which the industry with which they 
are personally concerned will deliver as little product as possible in exchange 
for as much money as possible. Because the remuneration of the planners, 
or managers, does not vary directly with the margin of profit of any industry 
for which they have responsibility, this temptation has no meaning for 
them.” 

Miss Wootton regards public control of the means of production, at least 
in the major industries, as vital. The dilemma of expropriation or perpetua- 
tion of a class of rentiers, she would solve by the issuance of terminable 
annuities to security holders, thus providing for a gradual tapering off of 
vested interests. How all this might be brought about is another matter, 
whose discussion belongs on the political level. The merit of the book lies 
less in its conclusions than in the spirit of reasoned analysis of the economic 
problems which planning must encounter and in the effort to bring to bear 
on these problems the experience of the Soviet State. 

B. A. THRESHER 

Massachusetts Institute of Technology 


Encyclopaedia of the Social Sciences. Edited by EDWIN R. A. SELIGMAN 
and ALVIN JOHNSON. Vols. I-XV. (New York: Macmillan. 1930-1935. 
Pp. 10102. $112.50, the set. ) 


Projected definitively eight years ago after several years sf discussion, 
appearing volume by volume over a period of five and a half years, and 
now complete in fifteen volumes, this enterprise is colossal and unique. 
It is unique in scope and catholicity. Its nearest analogue, the Handwé6rter- 
buch der Staatswissenschaften, is limited to economics with one article on 
Gesellschaftswissenschaft to indicate awareness of the existence of sociol- 
ogy." The Encyclopaedia includes not only economics and sociology, but also 


* The reviewer has not access at present to the fourth (post-war) edition of the Hand- 
worterbuch but trusts to memory in stating that it has not substantially broadened its scope. 
The total number of pages (not including index and tables of contents) in the eight volumes 
of the third edition (1909) is 9542. The Encyclopaedia has 10102 pages. There is usually 
somewhat more on a page of the latter work. 
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nessed a deluge of contributions on the first (and simplest) level. We have 
had blueprints for a planned economy, charts of plenty and various techno- 
cratic schemes all revolving around the physical possibilities of our produc- 
tive machine, and deploring, whether explicitly or by inference, the sad 
pass to which it has been brought. 

With this book, the argument moves up to the level of economic. reason- 
ing. While much ink has heretofore been used in discussions of Marxism, 
it is a commonplace that Marxist writers are weak in the constructive prob- 
lems of operating that classless society toward which the whole creation is 
alleged to move. Miss Wootton has made a brave start toward raising the 
whole controversy to a more intelligent plane. It is not that she has said 
anything new to economists, but rather that she has said with clarity and 
no little felicity of style what has heretofore lain imbedded in a jargon 
which the layman finds insupportable. It is the intelligent general reader 
who must in the end be convinced and Miss Wootton understands how to 
reach him. 

Chapter 1 sketches the nature of No Plan, indicates the rôle of the price 
mechanism built up through innumerable individual choices among alter- 
natives, and in particular emphasizes the quantitative nature of the choices 
—the weighing of less and more. Chapter 2 sketches the economy of Soviet 
Russia and points out the extent to which decisions are transferred to 
central authority, and in what measure they remain in the election of the 
individual as producer or consumer. The Soviet devices of rationing, incen- 
tives, credit control, agricultural organization and a limited free market are 
introduced not by way of description but as mechanisms to accomplish 
certain ends which a free bargaining economy arrives at in other ways. 

The remainder of the book weighs (on the economic plane) the merits 
of plan versus no plan. Miss Wootton favors plan, which is not to say that 
she favors “communism” as against “capitalism.” Three secondary causes 
of trouble in an “automatic” price mechanism are found to be: first, the 
margin of error inevitable in the making of millions of decisions, all de- 
pendent on unknown future forces; second, the lack of a controllable mon- 
etary system; and third, the attempt to superimpose a mass of restrictions 
on a system of which self-regulation is the cardinal principle. Beneath all 
these, and most fundamental, in the author’s view, lies the inherently ‘‘cen- 
trifugal” tendency of an unplanned system—that is, the tendency for each 
producing group to encourage the largest possible output by all other groups 
and to insist on the utmost enforceable scarcity for its own product. “In this 
whole matter we are up against one of those problems which arise whenever 
it is to everybody's advantage to be the one exception to a rule which every- 
body else observes.” It is the one against the many, the conflict of economic 
interest versus the joint interest of all in maximized output. 

Now, it may be asked, is not this a universal tendency of all organized so- 
ciety? Is there anything in the nature of a planned economy which can be 
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words, it would be just such a picture as Professor Epstein’s well executed 
frequency diagrams so clearly depict. 

Moreover, for the particular period which has been taken, one might 
expect to find a wide range of variability in profits obtained, largely due to 
the great measure of “economic planning” characteristic of the period— 
there were private monopolistic price stabilization schemes, national and 
international managed credit régimes as well as even national or govern- 
mental price stabilization schemes. To take such a period in which to test 
out the capacity for competitive profits to move toward a central tendency 
may not be a fair trial. One may well ask the question whether or not the 
sustained low earnings of certain groups of industries and high earnings of 
others during this period were not related to these conditions; and it is 
possible that “the failure of competition to function, as is often assumed, in 
directing the flow of productive resources between industries and groups” 
was due to the widespread vogue of planning and price-stabilization schemes 
of the period, supported as they were by managed credit systems. 

Taking the actual statistical results, it becomes a question whether or not 
one would say that they per se bear out the conclusion that profits do not 
gravitate toward a central tendency. The figures presenting the frequency 
distributions of profits for various periods and various groups of industries 
disclose a number of highly interesting statistical facts. In the first place, 
at times of normal activity, the distributions are nearly normal curves, while 
at times of drastic decline, the curves take on a very skewed character, only 
to converge back to normal frequency distributions again within the space 
of a short year or two. Allowing for this tendency to skewness during 
periods of rapid change, the frequency curves seem to show from year to 
year a very significant tendency to retain approximately the same range of 
variability, and to approximate a normal distribution with (statistically 
speaking) a significant central tendency. In other words, as profits swing 
down and up from year to year, there is a definite tendency for the whole 
range to swing in unison, giving the impression of a well defined and more 
or less concerted movement. That this interpretation is not wholly unique 
-to the reviewer is indicated by the fact that such indeed was very largely 
the conclusion reached in a similar study of these same data made by ' 
Raymond T. Bowman under the title The Statistical Study of Profits (1934), 
to which Professor Epstein makes a fleeting reference. 

JAMEs G. SMITH 

Princeton University 


Plan or No Plan. By BARBARA WOOTTON. (New York: Farrar and Rine- 
hart: 1935. Pp. 360. $1.60.) 

The problem of economic planning involves three levels of analysis: the 

engineering, the economic and the political. The past five years have wit- 
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this impossible. Saposs believes that the time is ripe for a fusion of the 
forces of the disillusioned middle class with the proletariat for a joint effort 
. at replacing capitalism with a collectivist society. 

CALVIN B. HOOVER 
Duke University 


Industrial Profits in the United States. By RALPH C. EpsTEIN. (New York: 
National Bur. of Econ. Research. 1934. Pp. xi, 678. $5.00.) 


This is a study based upon data published by the Department of Com- 
merce under the title Source Book for the Siudy of Industrial Profits. For 
2,046 manufacturing, 664 trading, 88 mining and 346 financial corpora- 
tions, the author has an unbroken record of income statements during each 
of the years 1919-1928, and in addition supplementary statements for 71 
corporations to carry the record through 1932. 

In a “preliminary note” on the problem of measuring profits, which con- 
stitutes a preface to the book, Professor Wesley C. Mitchell points out that 
profits are “appraisals of net changes in the position and prospects of the 
business as a whole—appraisals that look forward to the uncertain future 
as well as back to the irrevocable past. Like all mixtures of past history, and 
future anticipations, statements of profits are necessarily subject to variable 
margins of uncertainty.” It follows that a statistician who is trying to 
measure profits must be critical of his basic data, and the precision with 
which Professor Epstein has endeavored to weigh the importance as well as 
the significance of his statistical data amply manifests such care. He has set 
a standard of high quality for statistical studies of this character. 

While the fundamental object of the book is the presentation and 
analysis of statistics on industrial profits, it is conspicuously preoccupied 
with a central theme, viz.: that there does not exist an average or central 
rate of profits toward which all industries tend to “gravitate.” This general 
attack on the notion that profits tend in any precise way to gravitate toward 
a norm is unquestionably a healthy symptom and useful as a service to the 
development of theory. Furthermore, the presentation of a set of statistical 
facts which disclose the characteristics of static variability is a valuable con- 
tribution to theory. 

However, one may question the author’s unwonted zeal to discredit con- 
ventional theories, in the light of the evidence he has at hand. Even classical 
economists would not maintain that the rates of profits would be uniform 
throughout economic activity—the very purpose of their distinction between 
natural and market prices was just this recognition of persistent market 
tendencies in a dynamic economic organization to diverge from central 
tendencies. The resulting picture statistically presented would be a static 
variability about a central tendency with a wider or narrower range of 
variability depending upon the type of industry and other factors—in other 
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one of the total money prices of goods produced and one of the money 
incomes of the masses. Whenever significant disparity develops between 
these two indexes, he advocates a series of steps which woul increase 
the incomes of the consuming masses, 


Martin begins his discussion of economic planning with the observation 
that “under the stress of the depression that burst upon the world in the 
autumn of 1929 the efforts to restore the old economic order definitely 
ceased. In almost every country, some form of economic planning, so called, 
has since made its appearance.” Economic planning in some form and in 
some degree is taking the place of the typical nineteenth century economic 
organization. Profits, competition, the gold standard, and international trade 
were “the economic maxims on which the nineteenth century stood four- 
square,” Martin maintains that the leading nations of the world, contrary to 
these maxims, are moving tentatively toward: (a) the organization of busi- 
ness undertakings by industries; (b) positive methods of meeting industrial 
depressions, #.¢., not by a reduction in prices and costs but by a reinforce- 
ment of purchasing power; (c) pronounced nationalism in the conduct of 
monetary policy and international trade. He recognizes that the major indus- 
trial countries fall into two distinct classes in respect to their relation to 
economic planning. The dictatorships of Russia, Germany, and Italy he finds 
politico-economic in their tendencies. The democracies of the United States, 
Britain and France are, by contrast, socio-economic in their outlook. Never- 
theless the direction of economic movement follows the trend line away 
from nineteenth century maxims and toward the three main tendencies 
enumerated under (a), (b) and (c). The author then discusses the various 
means by which the new forms of industrial organization, reinforcement of 
purchasing power and economic nationalism can be worked out. 


In discussing “the rôle of the middle class in social developments,” 
Saposs performs a service in pointing out that fascist movements are “the 
most recent progeny of populism.” Populism itself he sees as the character- 
istic form of middle-class protest against capitalism. The present depression 
has brought about a distinct revival of populism in the United States. On the 
assumption that the decline in business activity stops short of catastrophe, 
Saposs believes that populism here will be likely to continue to manifest 
itself in its democratic rather than in its fascist form. Although middle-class 
unrest is the dominant factor in socio-economic movements throughout the 
world today, the history of populism in the United States and elsewhere 
demonstrates, he believes, its probable futility. This is likely to be true 
because fundamentally populism seeks to restore the former position of the 
middle-class, small-business man and farmer. The march of economic events 
impelled by forces inherent in modern forms of industrial production render 
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efficiency, but the extended structure Mills believes to be more delicately 
balanced, and more sensitive to shocks than would be a simpler organization. 
The operation of a productive mechanism which is implemented with a 
towering structure of capital goods for profit-making purposes is accom- 
panied by an increasing production of goods of elastic demand. Consequently 
the productive mechanism is always subject to the-contingency of shifts in 
demand, causing more than proportionately large repercussions in the 
employment of men producing capital goods. 

Concurrently with the tremendous expansion of the system of prices in 
the modern economy has gone the throwing of additional burdens upon 
the price as a regulator of economic activity. Likewise the emancipation of 
price from governmental control began very soon to be accompanied by 
new restraints which produced new rigidities. Monopolistic and semi- 
monopolistic control, with or without a recrudescence of government regula- 
tion, prevents the flexibility of prices which is assumed to result from com- 
petition. As a result of the development of a price system insufficiently re- 
sponsive to changes in saving and investment, there may develop the appar- 
ent phenomenon of “oversaving” and “overinvestment.” While true exces- 
ses of saving or of investment do not exist, the apparent phenomenon does 
reflect fundamental structural defects in the economic system. Mills holds 
that the changes which are taking place “are modifying in fundamental 
ways the operating characteristics of the whole system we have built up for 
the satisfaction of our economic wants,” 


In discussing the theory of ‘‘Purchasing power of the masses and business 
depressions,” Douglas rightly says that orthodox economists have always 
looked with contempt on the theory. Indeed it would not be too much to 
say that disbelief in the theory has been considered the touchstone of 
economic literacy. Yet to demolish the theory, orthodox economists rely 
almost entirely upon the validity of Say’s Law. It would be interesting to 
know, therefore, how many economists there are, even among those who 
consider themselves orthodox, who would maintain that an examination of 
the actual mechanism of our modern systems of production, marketing, 
banking and distribution would demonstrate that production generates what- 
ever purchasing power is necessary to take off the market whatever com- 
modities are produced. 

Douglas analyzes the well known theory and shows some of the ways 
in which deficiency of purchasing power arises. He then discusses “The 
purchasing power of the masses, other distributive shares, and production 
during the period 1922-29.” He concludes that the evidence clearly shows 
that the income of the masses did not rise fast enough during this period 
to take off the market the amount of goods which industry had become 
technically capable of producing. Douglas advocates preparing two indexes, 
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_ Lewis; (10) “Urban decentralization,” by Robert J. McFall; (11) “Some 
. - aspects of economic planning,” by P. W. Martin; (12) “On the changing 

. structure of economic life,” by Frederick C. Mills; (13) “The rôle of the 
middle class in social development; fascism, populism, communism, social- 


© is,” by David J. Saposs; (14) “On the current skepticism toward system- 


. -atic economics,” by Horace Taylor; (15) “Economic and social aspects of 
internal migrations: an exploratory study of selected Swedish anny a 
- by Dorothy Swaine Thomas; (16) “The problem of overcapacity,” 

_ -Willard L. Thorp; (17) “Plateaus of prosperity and plains of ae 
by Clark Warburton. 

-The reviewer has found it impossible to review within any reasonable 
space seventeen essays, many of which deal with extremely complex problems 
and in which there is no one thread of continuity upon which all the essays 
can be strung for one type of analysis. This is, ño doubt, inevitable in the case 
of any book of essays written in honor of an outstanding academic personality, 
since it is natural that the students of such a man will encompass a very 
wide range of interests. The nearest approach to a central thread in these 
essays consists in the fact that the majority of them are concerned in one way 
or another with the upheaval through which the international economy and 
the different national economies are passing. As an alternative to trying to 
give a reasonably brief and consequently entirely inadequate summary of 
each one of the essays the reviewer chooses to comment on four of the essays 
which deal with some of the more general aspects of the current economic 
upheaval. One of these four essays deals with the general subject of the 
changing structure of economic society; another deals with the most basic 
of the causes of the breakdown of our economic system; another deals with 
the efforts to overcome this breakdown through national planning; while 
the last analyzes the nature of the socio-economic movements which have 
been given tremendous impetus by the economic depression. 


Mills in his “On the changing structure of economic life” maintains as 
his central thesis that the essence of economic society is change. ““The whole 
has properties of an order fundamentally different from those of its parts, 
and the behavior of the whole is not to be explained in terms of the be- 
havior of the individual elements which make it up.” Again he says, “A 
static economy is conceivable, but the laws which describe its working have 
no meaning in the world into which economists are born and with which 
their theories should deal. Temporal change should enter as an integral and 
primary element of economic thinking.” 

Changes in the organization of business enterprise and in the structure 
of production, changes in the system of prices, and changes in the capital 
structure have profoundly altered the character of the economy. The ex- 
pansion of the structure of production over time brought about greater 
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But I am not satisfied with his suggested alternatives to the profit motive. 

I cannot see his self-governing codperatives inaugurating my pea factory. 
It required promoters from outside and the eager profit motive widespread ` 
among citizens and farmers. I cannot see his soviets inaugurating anything. 
They only take over or imitate the factories and farms which the profit mo- 
tive had installed. Nor can J see his monopolistic fascism permitting anything > 
new or progressive. I suggest, if the diagnosis by Davis is correct for the 
whole of capitalism, big and little, that he should set up as a still better 
alternative a frankly out-and-out military dictatorship to control the capital- 
ists. I would not trust the capitalists or their defenders, if they are to make 
their fortunes out of stock speculation instead of efficient management of 
factories, railroads, farms, wireless and airplanes. A military despotism, at 
least, would be compelled to look out for the health and welfare of the 
masses, for maternity care, for restriction of child labor, for universal edu- 
cation, playgrounds, etc., if for no other reason than to provide an abundance 
of good breeders for an abundance of athletic cannon-fodder. 

Though staggered by Davis's indictment of the profit motive, and myself 
incapable of driving a bargain, yet I think nobody is up-to-date who does not 
at least look into what he has compiled. He expresses the explosions which 
I found on all sides among wage-earners and farmers 40 years ago in the 
depression of the 1890’s and again in the depression of the 1930's. Yet 
I still think that the profit motive, if accurately weighed and rightly di- 
rected, is about the main motive to depend upon. Why burn the house to 
roast the pig? 

JOHN R. COMMONS 

Madison, Wisconsin 


Economic Essays in Honor of Wesley Clair Mitchell. By ASHER ACHIN- 
STEIN and others. (New York: Columbia Univ. Press. 1935. Pp. ix, 
519. $4.25.) 

This volume in honor of Wesley C. Mitchell contains the following 
essays: 

(1) “Recent efforts of the federal government in the field of low-rental 
housing,” by Asher Achinstein; (2) “Genesis and import of the collective- 
bargaining provisions of the Recovery act,” by Paul F. Brissenden; ( 3) 
“Long cycles in residential construction,” by Arthur F. Burns; (4) ~ 
chasing power of the masses and business depressions,” by Paul H. Douglas; ` 
(5) “Obstacles to the statistical approach in economics and the social sci- 
ences with special reference to England,” by P. Sargant Florence; (6) “The 
Marxian right to the whole product,” by Abram L. Harris; (7) “Some re- 
flections on retail prices,” by Oswald W. Knauth; (8) “Relation between 
capital goods and finished products in the business cycle,” by Simon Kuz- 
nets; (9) “Some basic problems in index-number theory,” by Edward E. 
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Capitalism and Its Culture. By JEROME C. Davis. (New York: Farrar and 
Rinehart. 1935. Pp. xvii, 556. $2.25.) 

I puzzled several weeks over this scathing critique of the profit motive. 
Yesterday I happened to take a 100-mile drive and to call on the manager 
of a huge pea-canning factory with whom and his board of directors, 25 
years ago, as a member of the State Industrial Commission, I had adjusted 
the minimum wages and eight-hour day for women to fit the state law. I 
come this morning to a comparison. I think, after all, there must be some- 
thing worth while for our civilization in an awakened profit motive. I 
think also of the paper manufacturers who asked me and my students to 
find for them the best labor policy in the United States.t Also I think of 
leading manufacturers in various industries who appreciated the need of 
unemployment insurance but wanted a plan that would leave them a margin 
for profit and would not compel them to pay relief to their competitors’ 
unemployed, which I thereupon worked out for them and they adopted. 

When my pea-canning establishment was started, 35 years ago, capital- 
istic promoters had come to the little town, had “sold” to the citizens and 
farmers the “idea” of the new amazing technical inventions that would 
mow the vines by the acre, would strip the vines from the pods, shell the 
peas and can them, take the neighborhood women and girls away from their 
kitchen thumb-aching pods and set them to sorting peas on a conveyor. And 
now I can see acres of pale green vines with prosperous farms through the 
countryside of exhausted wheat lands, growing abundance of cheap peas for 
a nation, all because the profit motive had been at work in that factory and 
among the farmers. 

Nearly all of the counts in the miserable indictment of our civilization 
brought by Davis against the profit motive I have myself experienced or 
investigated and verified. He backs them up with an arsenal of facts derived 
from capitalists themselves, from public investigating bodies, from private 
investigators like myself. I can even add items to his indictment. I have seen 
whole boards of directors of corporations continuously turning from the 
efficient management of their industrial plants to making fortunes by inside 
knowledge of their own stocks on the New York exchange. I have seen 
‘thriving properties in my own state, when hit by depression which they 
could not control, turned over to absentee banking syndicates in New York 
-which, since then, have dictated harsh labor and price policies in Wisconsin. 
These items of inside speculation and exploitation of investors might be 
added to the painful iteration in Davis’s book. He does not distinguish be- 
tween the profit motive where it leads to betrayal of trusteeship to the na- 
tion and the profit motive where it promotes industry, agriculture and wide- 
spread welfare. Yet I may be out of date. What will happen to my pea- 
cannets? 


* Cf. John R. Commons, Industrial Government (1921). 
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by Mr. Moulton as reviving later than industries producing final consum- 
ers’ goods. 

Of the interpretation given to the events of the 1920's, two things may 
be said. The first is that the figures used to prove there was a great excess 
of savings over actual investment need careful scrutiny. Accepting the data 
for savings, which come from America’s Capacity to Consume, and turning 
to the figures for investment, we find that they are taken from a study of 
corporate security issues made by Moodys Investors’ Service, This yields 
an annual sum of approximately $3 billions for “net productive financing,” 
to which is added another $2 billions per annum for net flotations of mort- 
gages. This total of $5 billions contrasts strangely with the results of what 
is at least an equally reliable study, that made by Mr. Simon Kuznets for the 
National Bureau of Economic Research. If we take his figures for the flow 
of producers’ durable commodities and the volume of construction, cor- 
rected for parts, servicing, repairs and maintenance, we get an annual aver- 
age of $16 billions of investment outlay for the years 1923-1929. If we add 
to this net changes in business inventories and in claims against foreign 
countries, as surely seems reasonable, the annual average is nearly $18 bil- 
lions, a figure which at least equals if it does not exceed the data given by 
Mr. Moulton for annual savings. Where is the excess of savings? Something 
is wrong somewhere; both sets of figures cannot be right. 

Finally, even assuming that there had been a temporary over-abundance 
of capital funds, and that this excess was used to bid up stock prices, is it 
likely that funds so used would continue to churn around in the stock market 
indefinitely? A rise in stock prices stimulates corporate investment and new 
issues, If the new securities are in part investment-trust and financial issues, 
the process will be repeated; but the stimulus of low-cost financing is still 
there. And if Mr. Kuznets’ figures are to be our guide, actual investment did 
result. Theoretically, of course, funds can remain in the stock market. If 
they are being used to buy securities, they cannot at the same time be used 
to buy something else. Whether or not they did so during the ’20’s is a 
question of fact, with which Mr. Lauchlin Currie has dealt effectively else- 
where (Journal of Political Economy, April, 1934). The chief consideration 
against stock-market absorption of funds is the organization of the market 
itself, which has frequently been cited as an illustration of the economical 
use of money through effective clearing of the great bulk of transactions. 

Though economists not already favorable to underconsumption views will 
perhaps be unable to accept most of Mr. Moulton’s conclusions, the book is 
intensely stimulating and challenging. It is to be hoped that it will be 
widely read, for it should provoke fruitful discussion of the interesting and 
vital issues raised. 

P. T. ELLSWORTH 

University of Cincinnati 
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an arbitrary increase in savings in advance of any increase in investment 
demand. But suppose the demand for capital goods rises first, due to tech- 
nological advance. Then even though the response of savings involves some 
reduction of consumers’ demand and therewith more idle plant, will not the 
foreseen economies in production lead business men to push through to 
completion the new capital investments? And if the productivity of capital 
' continues to increase, accompanied by increasing savings, is it possible 
to rule out altogether the possibility of a process of gradual adjustment 
through changes at the margin? Surely this line of approach should be fully 
_ explored before we can regard the dilemma, even in a cash economy, as 
inevitable, 

Mr. Moulton is chary of advancing his full analysis as a theory of the 
business cycle. Yet the concurrent expansion and the later divergence of 
savings and consumptive expenditures are offered as an explanation of 
cyclical maladjustment and collapse. Only for a limited time, as business 
revives from depression, do capital accumulation and consumers’ outlay 
keep pace. Inevitably, the basic inequalities in income distribution lead to a 
too rapid increase in saving (and ordinarily, it is suggested, in investment 
too). The usual result (again not positively stated, p. 138) is a clogging 
of the markets for consumption goods. 

Were this view seriously urged as an explanation of the business cycle, 
it would certainly have to reckon with the weighty arguments advanced by 
Keynes, Hayek, and Robertson in support of the thesis that the causes of 
cyclical expansion are to be found in investment activity. If on the other 
hand, Mr. Moulton intends to advance his excess savings dilemma as in 
some way alternative or supplementary to an adequate business cycle theory, 
it is still necessary to deal with the possibility that this dilemma is not an 
independent cause of maladjustment, but is itself a result of the forces caus- 
ing cyclical fluctuations. And if this position is correct, surely the cure lies 
not in attacking the symptoms of the disease—increasing consumption at 
the expense of saving—but in treating the cause—controlling the cycle- 
generating forces—through monetary policy if that be the appropriate 
remedy. 

With regard to evidence presented to show that recovery comes first 
in consumers’ goods industries, two points may be noted. First, no monthly 
or quarterly data necessary to establish definite leads and lags, are given— 
only annual figures. Second, it is to be remembered that the period of time 
required for the production of most capital goods is rather long; funds 
invested, however, at once enter incomes and become demand for final 
goods. Thus an increase in the latter might show first even in short-period 
indices, although the initiating cause was to be found in rising activity in 
the capital-goods industries. Certainly this would seem to be true of railway 
mileage constructed and purchases of cars and locomotives, cited frequently 
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The Formation of Capital. By HaroLtp G. MouLTON. (Washington: 
Brookings Institution. 1935. Pp. xi, 207. $2.50.) 


This volume is the third in the Brookings study of the distribution of 
wealth and income in relation to economic progress, following close on 
Americas Capacity to Produce and America’s Capacity to Consume. The 
dominant theme of the book is that the formation of capital in modern 
society confronts an inherent dilemma. For savings to increase, it is neces- 
sary to reduce consumptive expenditures; yet for investment of these sav- 
ings to be profitable, it is equally essential that expenditures for consump- 
tion be increased. With our unequal distribution of wealth, savings con- 
stantly tend to comprise an increasing proportion of the national income, 
thereby reducing consumption, rendering accumulation unprofitable, and 
checking the formation of capital. 

According to Mr. Moulton this disease of excessive capital accumula- 
tion, though chronic, is intermittent. Since our industrial system always 
possesses some idle labor and capital, the production of capital goods and 
consumers’ goods can proceed concurrently, if only it can be financed. And 
the creation of commercial bank credit provides the financial means for the 
expansion of consumptive expenditures, thereby rendering profitable the 
simultaneous investment of accumulating savings. The solution, however, is 
but temporary. Great inequality in the distribution of wealth restores the 
ever-present tendency of savings to increase too rapidly. Steady progress 
cannot be maintained; maladjustment’ in the form of over-expansion of 
plant and equipment looms on the horizon. Permanent remedy is to be 
found in “a larger flow of funds through consumptive channels rather 
than more abundant savings.” 

Not always does the maladjustment take the form of industrial over- 
expansion. During the 1920's, though savings appear to have grown more 
rapidly than consumptive expenditures, expansion of plant was kept closely 
in line with the increase in consumers’ demand. An excess of capital ac- 
cumulation over productive investment developed. Between 1923 and 1929, 
savings ranged from $12 to $20 billions, while productive investment re- 
mained virtually constant at about $5 billions. Where did the excess savings 
go? Into the stock market, Mr. Moulton holds. * .. . Aside from that 
portion which went into foreign issues, the excess savings were absorbed, 
dissipated, in bidding up the prices of outstanding securities.” 

Two or three points call for comment. In connection with the saving- 
spending dilemma, supposed to be not only chronic but also uninterrupted 

in a creditless soctety, i is to be noted that Mr. Moulton always assumes 
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Economic Service: Comment 


r 


He who assists in clarifying or preserving the meaning of an economic term 
renders a real service to the science. Mr. Wilcox has earned our appreciation 
by calling attention (American Economic Review, June, 1935, p. 283) to the 
tendency of Sre utility companies to appropriate the word ‘services’ as a 
description of all their products. Surely this term is worth saving from being 
stretched to include material commodities. l 

But must we 7 that any utility company sells services? Accepting Mr. Wil- 
cox’s conception of a commodity as being “characterized by utility, scarcity, 
transferability and matter,” there are utilities whose products cannot qualify as 
commodities. And among them is the electric utility, selected by Mr. Wilcox as 
an example of a utility selling a product which, only upon close scrutiny, is seen 
to be a commodity. l 

Mr. Wilcox made his basic error in the realm of words. He accepted the 
popular statement that an electric utility sells “electricity,” while in fact it sells 
electric current. Then, having stated his intention of discussing “electricity as a 
service,” he proceeds to discuss electricity as ‘a commodity. | 

Now electric companies do not deliver to their customers supplies of the parti- 
cles of electricity described by Mr. Wilcox. These particles are present in such 
quantities in all the objects about us as to lack the requirement of scarcity neces- 
sary in a saleable commodity, Furthermore, were any company to render a bill 
demanding that a customer pay for electrons received, it might be shown that 
the electrons had returned to the generating plant to complete the traverse of a 
closed electric circuit. 

A company supplying electric current installs generators which take electrons 
and give them motion and so enable them to do work, much as an air pump gives 
motion to air particles and enables them to operate an air drill, or a carpenter 
gives motion to the head of his hammer and enables it to force a nail into a 
wooden timber. : 

Surely this act of setting up a current, for which a company receives payment, 
tnay more aptly be termed a “service” than a “material commodity.” 

a = H. CHESTER MITCHELL, Jr. 

Washington, D.C. 
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title to subsistence. For the protection of that right and the improvement of 
those powers, it is natural that man should associate with all, owners or 
workers, who function in the same industry where each makes his contribu- 
tion, whence each receives his sustenance. Such associations are the economic 
organs of the body politic; they are the vertical girders furnishing structural 
balance in the social edifice along with the horizontal, geographical, politi- 
cal framework. The exchange of the increased product made possible by the 
diversification of function must take place at a fair price, else the common- 
wealth will suffer. In an organism, the diminution of function in one organ 
means a diminution of function in all. When society permits transactions 
at other than just prices, it is cutting off its nose to spite its face, or is enact- 
ing the ancient pantomime of the hands that would not feed the lazy 
stomach.’? 

In such an organization of society, the tension of class conflict, which is 
unnatural and philosophically as well as practically inhuman, is relieved be- 
cause men, on a basis of what they are, stand united according to what they 
do, not divided according to what they have or have not. There is achieved, 
not a sterile and futile socialization of goods, but a natural and fruitful so- 
cialization of men. i 

BERNARD W. DEMPSEY 

Saint Louis University 


= The application of scholastic principles to modern economy will be found in the 
five volume work of Heinrich Pesch, S.J., Lehrbuch der National Ökonomie, Freiburg, 
1907. Pesch was a pupil of Adolph Wagner, and Spann rates his work as “the most 
comprehensive economic treatise in the German language.” 
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more or less is the shortage or abundance of money among the townspeople. When 
they have money, they buy and then things sell dearer, but when those who 
have power in the community need money, things are bought and sold for 
less.’ 


We observe here that with the passage of time and with the expansion of 
Europe’s economic outlook, the just price analysis was not changed but de- 
veloped. In Antoninus, accepting and building upon his early medieval pre- 
decessors, we find a doctrine of value based upon three factors: (1) in- 
trinsic qualities, which are the foundation of value in any system save that 
of the hopeless idealist; (2) scarcity, which, as explained by Antoninus 
following Scotus, includes the element of cost; and (3) the subjective in- 
fluence of these objective qualities, (complacibilitas). Finally, some hint 
is given that money is becoming an independent factor in the process of 
translating value into price. These elements are, and must be the leading 
components in any value theory. Whatever may have been the source of 
the prevailing opinion that medieval value theory was inherent, fixed, ab- 
solute, objective, independent of supply and demand, that source was not 
the writings of the men who are the acknowledged spokesmen for medieval 
intellectual life. 

VI 


Scholastic writers demanded a just price because purchase and sale is a 
social transaction and social transactions are governed by justice. Purchase 
and sale is a social transaction because man is social by nature, and only 
through exchange is he able to provide himself with congruous sustenance. 
Man is a person with the right and obligation to develop and perfect his 
personality. But this he can do only in society. The two societies in which 
he invariably seeks and finds the proper medium for development are the 
family and the state, which are for this reason called natural societies. 
Among the functions of the state, one of the principal is the procuring of 
economic prosperity for its members, yet, for this purpose the state is not 
directly equipped. Men, ever social in tendency, in this as in everything 
else, lean naturally toward association for the more efficient fulfillment of 
their material needs, and the state achieves its purpose by fostering, protect- 
ing, or, if need be, restraining these associations. Functional associations of 
this sort are not absolutely indispensable to social life as are the family and 
the state but they are requisite for a healthy commonwealth for which rea- 
son they are called quasi-natural societies. They stand lower than the family 
and the state but above the purely conventional society like a joint stock cor- 
poration or a club. 

The achievement of prosperity is patently a codperative enterprise to 
which each producer brings his labor as his means of production and his 


& Antoninus, ibid., col. 186. 
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So close is the resemblance of the doctrine of Antoninus to that of his 
predecessors, that the first sections consisting of paraphrase and quotation 
from Aristotle and Aquinas may be omitted. We begin where he, para- 


phrasing Augustine, and accepting Scotus’s conclusions, proceeds to develop 
them. 


The value of an article rests on a three-fold consideration, (1) its intrinsic 
qualities, (2) its scarcity, and, (3) the desire which it arouses in us. 

The intrinsic qualities of a thing are known from the way in which, due 
to its inherent properties, it is more effective for our use. Thus, good wheaten 
bread has greater value for us than barley bread, and a powerful horse has 
greater value for traveling than an ass. 

Secondly, the value of a salable object is judged according to its scarcity, that 
is, things which are found rarely or with difficulty are more necessary in pro- 

ortion as, because of their scarcity, we feel a preater need of them and there 
is less opportunity of owning and using them. According to this principle, 
fain is worth more in time of famine and scarcity than at a time when there 
is plenty for all.... 
irdly, a salable object is judged from its pleasant effect upon us, that is, 
according to the degree in which it pleases our fancy to own and use such 
an object. Thus no small part of the value of salable objects arises from the 
pleasure of the will taking greater or less satisfaction in the use of this thing 
or that. One horse is more pleasing to one person than to another, and an 
ornament pleases this person more than that. 

The third thing to be considered regarding the value of an object is that 
we can hardly ever determine it except conjecturally and with probability, and 
this not at a mathematical point but within a certain range respecting times, 
places, and persons. . .. With regard to the second principle division, namely, 
that there is an appropriate range within the limits of which prices may vary, 
it should be observed that this may be known in three ways; from law, from 
custom, and from practical judgment. First of all, from the law—extra De 
empt. et vend, Cum Dilectz*® This same proper range is known also in a 
second way. For as Scotus says in his commentary referred to above, experience 
shows clearly enough that the matter is ordinarily left to those making the 
exchange so that, having due regard for each other’s wants, they judge them- 
selves to give and receive equivalents. . . . Thus a certain real gift or concession 
commonly accompanies contracts. It is therefore probable enough that when 
the contracting parties are mutually satisfied, they wish to concede something 
to each other as long as they do not too grossly depart from perfect justice. 

This same appropriate range of price is known, in the third place, from 
practical judgment. For practical judgment dictates that when a thing, which 
in itself is worth ten, is as dear to the owner as though worth twelve, if I pe 
pose to own it, I must give not only the ten but as much as it is worth to him 
according to his desire of retaining it.5° One reason why things are worth 





vol. 4, Pars 2a, Tit. lus, c. 16, n. 2, col. 250. For an interesting comparison see Mill, 
Ashley ed., Bk. I, ch. 7, sec. 3, p. 106. 

“This reference is given as written by Antoninus. The passage will be found in 
Decretalium Gregorii IX, Lib. Ul, tit. XVI, De Emptione et Venditione, cap. III, Alex- 
ander II, Attrebatensi Episcopo, Corpus Juris Canonici, Editio Lipsiensis 2a, Leipzig, 
1922, p. 518. 

» Antoninus, op. cit, col. 255. 
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recompense, And this is especially true if, now and then, aie no fault of 
his own in such a service to the community he suffers a loss; for a merchant 
engaged in transport now and then loses a ship laden with fine wares, and the 
custodian occasionally loses in an accidental fire, the valuable goods which he 
stores for the use of the commonwealth. 
It is evident from these two conditions requisite in just business how some 
are called business men in a vituperative sense, those to wit who neither trans- 
port, nor store, nor by their own industry better a salable article, nor guarantee 
the worth of some object for sale to one who Jacks the necessary knowledge of 
it. These people who buy only to sell immediately, under none of the above 
_ conditions ought to be crushed by the community and exiled. Such persons are 
called by the French regratiers because they prevent the unhampered exchange 
of those who wish to buy or make an economic exchange, and as a result, they 
render a salable and usable article dearer to the buyer than it should be, and 
dearer to the seller. Thus the contract is defective on both sides.*® 

The emphasis given to cost factors on the supply side by Scotus caused 
certain sixteenth century scholastics to object to his theory as they under- 
stood it.’ The version of the theory which they took they promptly riddled 
with objections very similar to those which the Austrian School brought 
against the classical cost analysis. Not even in this sense would the scholastic 
moralists tolerate an objective theory of economic value. However, as the 
commentator on Scotus justly remarks, “They object in vain, for the Doctor 
assigns justice and the causes thereof to the nature of the object . . . and the 
common estimate.” 

The increasing mercantile activity of the Italian cities brought new moral 
problems to the desk of Antoninus, saint, archbishop of Florence, and a 
moral theologian of great repute (1389-1459). Antoninus was not loath to 
recognize changed conditions and to apply the old principles to the new 
facts, and for this reason some have regarded his ideas as involving new 
principles. We shall here note merely that his approach is substantially that 
of Albertus Magnus two centuries before. 

Many unsupportable statements have been made concerning the medieval 
attitude toward trade; the neat summary of Antoninus will bear repeating. 
The notion of business implies nothing vicious in its nature or contrary to reason. 
Therefore, it should be ordered to any honest and necessary purpose and is so 
rendered lawful, as for example, when a business man orders his moderate gain 
which he seeks to the end that he and his family may be decently provided for 
according to their condition, and ‘that he may, also assist the poor. Nor is 
condemnation possible when he undertakes a business as a public service lest 
necessary things be wanting to the state, and seeks gain therefrom, not as an end, 
but in remuneration for his labor observing all other due considerations which 


we mention. But if he places his final purpose in gain,- seeking only to increase 
wealth enormously and to keep it for himself, his attitude is to be. condemned.‘ 


“Scotus, of. cit, nn, 21-22. 

* Soto, op. ci, Book VI, quaestio 2, art. 3; Molina, of. cit, Disp. 348; de Lugo, 
op. cit., Disp. 26, sec. 4, no. 41. 

“Sancti Antonini, Archiepiscopi Florentini, O.P., Summa Theologica, Verona, 1740, 


482 | Bernard W. Dempsey | September 


Elaborate demonstration that scholastic writers are not concerned with an 
absolute, immobile, intrinsic value should, in the light of the quotations 
given, be quite superfluous; for “things are not valued according to the 
dignity of their natures.” Value rests upon a kind of estimate, not of the 
Buyer and seller alone, but of the whole community. This is true because 
man is social by nature and for him production and progress are possible 
only in association. That society which arises through this association is a 
commonwealth in the fullest sense of the word, and will flourish only when 
all its parts are sound. By the production of a useful commodity, man 
makes his contribution to the commonweal for which contribution he 
expects a reciprocal support. Because social relations are governed by jus- 
tice, (which we do not here prove, but assume as axiomatic in scholasticism, 
or in any other civilized philosophy) the exchange must take place according 
to the community’s estimate of the social utility of the two products because 
the producer who expects sustenance from society in return for his labor, 
by performing his function in the social organism, has earned his right to a 
just return. The factors which will normally determine the community esti- 
mate of social utility are labor, cost of materials, risk and carriage charges. 


V 


There remains, for the sake of completeness, to consider the writings of 
a few other thinkers who each in his day enjoyed great authority and who, 
though accepting without qualification the traditional scholastic position, 
extended it in one or other minor point arising from the circumstances of 
his own time. John Duns Scotus, for example, Aquinas’s much younger 
contemporary (1265-1308) and the principal ornament of the Order of St. 
Francis in the field of speculative thought, extends or makes explicit sev- 
eral principles. After citing the two quotations from Augustine and setting 
down general principles substantially the same as those of Aquinas, Scotus 
continues: 


Beyond the rules which have been given above as to what is just and what 
is not, I add two. The first is that such an exchange be useful to the community, 
and the second, that such a person shall receive in the exchange recompense 
according to his diligence, prudence, trouble, and risk. . . . This second rule 
follows because every man who serves the community in an honest function 
ought to live by his work. But such a one as transports or stores goods is of 
honest and useful service to the community, and should, therefore, live by his 
work. And, moreover, one can sell his effort and care for a just price. But great 
industry is required of one who transports goods from one country to another 
inasmuch as he must investigate the resources and needs of the country. There- 
fore, may he take a price corresponding to his labor beyond the necessary sup- 
port for himself and those of his establishment employed according to his 
requirements, and thirdly, something beyond this corresponding to his risk. For 
if he is a transporter or custodian of goods (e.g., in a warehouse), he does 
this at his own risk and for this risk he is in all conscience entitled to some 
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change, he comments approvingly upon the words of Aristotle,*? but a fuller 
discussion is given elsewhere. 


To the end that exchange be just, as many shoes should be exchanged for a 
house, or for a man’s food, as the labor and expense of the builder or farmer is 
greater than that of the tanner because, if this be not observed there will be 
no exchange, nor will men share their goods with one another... . This one 
thing which measures all other things is, in truth, the need which embraces 
all exchangeable goods insofar as all things are referred to human needs. For 
things are not valued according to the ey of their natures, otherwise a 
mouse which ts a sentient thing would have a higher price than a pearl which 
is an inanimate thing. This is manifest because, if men had no needs, there 
would be no exchange. ... In other words, insofar as the farmer, whose func- 
tion is the provision of food, is more necessary than the tanner whose function 
is the alana of shoes, by that amount in numerical proportion must the 


work of the tanner exceed that of the farmer so that many shoes are exchanged 
for one measure of grain. . . . Moreover, it is true that money also suffers 
the same as anything else... . That is to say that it has not always the same 


value but ought, nevertheless, to be so instituted that it have greater permanency 
in the same value than other things.‘ 


If, however, this reciprocity is absent, there will be no equality of the things 
exchanged, and thus men are no longer able to dwell together... . All the 
crafts would be destroyed if each would not receive an amount proportionate to 
that which he produced.“ 


In the light of these considerations of the natural and all-inclusive mutual 
interdependence of men, of the close articulation of all parts of the com- 
munity for the maintenance and progress of all, and of the necessary ob- 
servance of justice if these ends are to be obtained, the jejune remarks of 
Thomas in the passage usually cited from his works in this connection, ac- 
quire a fuller meaning. 


Buying and selling were instituted for the common good of both parties since 
each needs the products of the other and vice versa as is evident from the Philoso- 
pher. But what was introduced for the common utility ought not to bear harder 
on one party than on the other, and therefore, the contract between them should 
rest upon an equality of thing to thing. The yaaa of a thing which comes 
into human use ts measured by the price given, for which purpose money was in- 
vented, as said. Therefore, if the price exceeds the quantity of the value of the 
article, or the article exceeds the price, the equality of justice will be destroyed. 
And, therefore, to sell a thing dearer or to buy it cheaper than it is worth, is, 
in itself, unjust and illicit... . The just price of things, however, is not deter- 
' mined to a precise point but consists in a certain estimate. ... The price of an 
atticle is changed according to difference in location, time, or risk to which 
one is exposed in carrying it from one place to another or in causing it to be 
carried, Neither purchase nor sale according to this principle is unjust. 


© Aquinas, In Primum Librum Politicorum, lect. 7. 

* Aquinas, In Decem Libros Ethicorum, Liber V, lect. 9 (italics inserted). 
“Ibid. lect. 8. . 

S Aquinas, Summa Theologica, 2a 2ae, quaestio 77. 
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And we come also to that fundamental notion of the basic community of 
goods which the institution of private property is to promote and not im- 
pede. 


And, therefore, the division and appropriation of goods that proceeds from 
human law cannot come in the way of man’s need of being relieved out of 
such goods. .. . To use the aay ae of another, taking it secretly in a case 
of extreme need, cannot, properly speaking, be characterized as theft.38 


In the economic society of which Thomas had practical experience, these 
diverse functions and various tasks and offices and duties of which he speaks 
were carried out not by isolated individuals but by well-defined universitates 
and corpora, gilds, in other words, each of which was an organ of the state 
for fulfilling some requisite of community life. Thomas was no advocate 
of the modern “monolithic” state, ruled with high hand from above. Asso- 
ciation took place naturally on many levels. l 


Since there are various grades and orders in these communities, the highest is 
that of the commonwealth which is ordained to procure by itself a sufficiency 
of goods for human life.” 


Thus, though the state has a proper regulatory office, these lesser associations 
should be left to carry out their organic functions freely within the limits 
of justice. 


The optimum in any government is that things should be provided for accord- 
ing to their own measure for in this does the justice of an administration con- 
sist. Accordingly it would be against the principle of human government if 
men were to be prevented by the governor of the commonwealth from carrying 
out their own functions, unless perchance for a brief time because of some 
emergency.*° 


From this brief sketch, of necessity inadequate, we wish to point out 
those factors in Thomas’s analysis which bear on our present problem. The 
state is a natural society within which flourish many lesser codrdinate so- 
cieties, each enjoying within its own sphere an ordinate autonomy, all, how- 
ever, designed through coöperation to serve the interests of the persons who 
compose the state, and all attaining these ends through an observance of 
justice which regulates those acts of men which concern a second person. 

With these observations in mind, what Thomas has to say on the subject 
of just price becomes more intelligible. On the origins of money and ex- 


= Aquinas, Summa Theologica, 2a 2ae, quaestio 66, art. 7. 

* Aquinas, In Libros Politicorum, prologus. 

© Aquinas, Summa contra Gentiles, Book III, c. 71. 

“ Among the many writings on the political thought of Thomas Aquinas few com- 
pendious statements will be found to excel the work of Dr. Clare Q. Riedl of Marquette 
University, “The Social Theory of Thomas Aquinas” in Philosophy of Society, Philadelphia, 
1934. For a scholastic interpretation of general modern “value” theory see, Philosophy of 
Value by Leo R. Ward, of the University of Notre Dame, New York, 1930. 
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one member, so the eye sees for the whole body and the foot carries the whole 
body. Likewise, in what pertains to all mankind, one man is not able to do 
all the things which are needed in a society, and, accordingly, different people 
properly work at different tasks. 


But since in Thomas’s thought, order and liberty when properly conceived . 
are not exclusive notions but complementary ones, he explains: 

This diversity of men in different functions, happens, in the first Eo by 
divine providence which has so distributed the types of men that nothing nec- 
essary for life will ever be found wanting. But this also comes about from nat- 
ural influences by which different men-have different inclinations for this func- 
tion of that manner of life.5? 


The thought is also developed by an analogy from the animal world, the 
division of labor in the bee-hive. 

For, as many things are needed for man’s livelihood for which one man is 
not sufficient for himself, it is necessary that different things be done by dif- 
ferent men, that some, for instance, should cultivate the land, that some build 
houses, and so forth.38 


All of which may thus be summarized: 


In civic relationships, all men who belong to the same community are regarded 
as one body, and the whole community as’ one man.™ 


A division of labor, therefore, is fundamental in Aquinas’s idea of social 
organization and progress: 
For the welfare of human society, many things are necessary; divers offices 
are done better and more expeditiously by divers persons than by men singly.** 


But, though there be a division of labor, competition as a ruling principle 
is far from his mind. Scholastic economic organization is pre-eminently one 
of non-competing groups. . 


In the temporal commonwealth, peace departs because the individual citizens 
seek only their own good... . Rather through diversity of function and status. 
is the peace of temporal commonwealths promoted inasmuch as thereby there 
are many who participate in public affairs.3¢ | : 


When there is combined with this organic concept of economic society, the 
scholastic doctrine on private property, which cannot be here elaborated, 
we achieve a conclusion which sounds odd to modern ears. 


All particular goods which men procure are ordained for the common good 
as for their end.?* . 


” Aquinas, Quaestiones Quodlibetales, Quodlibetum Jum, quaestio 7, art. xvii, ad 
corpus. 

= Aquinas, Summa contra Gentiles, Book III, c. 134. 

* Aquinas, Swmma Theologica, 1a 2ae, quaestio 81, art. 1, ad corpus. 

= Aquinas, Summa Theologica, 2a 2ae, quaestio 40, art. 2, resp. 

= Aquinas, Summa Theologica, 2a 2ae, quaestio 183, art. 2, ad 3um. 

* Aquinas, De Regimine Principum, Book I, c. 15, 
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for the subvention of mutual needs, the contracts arising from these ex- 
changes must be equitable. And if they must be fundamentally equitable, 
the expression of that basic equity in money must be a just price. The proc- 
ess, as a Whole, is radically a social phenomenon arising from man’s need 
for life in society, and his inability adequately and congruously to develop 
his personality alone; “the commonwealth cannot be built up of one type 
of workers alone.” Albert is talking not only of a division of labor but 
more particularly of the organic interrelation arising from this specialization 
of function. Because exchange is socially necessary, money is socially neces- 
sary, and because both money and exchange are designed to serve the de- 
velopment of persons in community, the quantitative determination of price 
is necessarily social. Prices must be equitable because all of the functional 
groups are necessary to each other and live in mutual interdependence. By 
fair exchange manifested in a fair price, is progress made and the common- 
wealth maintained. 

Had Albertus Magnus no greater claim to distinction than his part in the 
intellectual formation of Thomas Aquinas (1225-1274), it should be 
enough. Master and pupil are both Doctors of the Church, and the works 
of Thomas are rightly regarded as an epitome of medieval thought. Before 
we turn to the question as to whether Thomas thought that value and price 
were exclusively objective, it is necessary to consider briefly the structure of 
the society in which these transactions would take place. 

That human societal relations are natural and, therefore, both normal 
and normative is axiomatic in the work of Thomas Aquinas as indeed in all 
scholasticism. The principle of Aristotle, “Man is by nature a social ani- 
mal,”*° is cited almost every time a social topic is discussed. Out of the in- 
numerable places in Thomas’s vast works that touch upon social analysis, we 
limit ourselves to a few which indicate in what manner he regarded society, 
economic society included, as organic. 

Economic need is one of the most powerful motive forces impelling to 
social organization, in the mind of Aquinas as well as in that of Albert. 
“Man is naturally a social animal.” This is evident from the fact that one man 
does not suffice for himself if he lives alone because the things are few in 
which nature makes adequate provision for man, since she gave him reason 
by means of which to provide himself with all the necessities of life such as 


food, clothes, and so forth, for the production of which one man is not enough. 
Wherefore man has a natural inclination to social life.32 


In a totally different connection, and in a different work, after an introduc- 
tion which is almost verbatzm with the above, Aquinas continues: 


Just as one man has various members by which he functions in various capaci- 
ties, all ordered to supply any need, since all functions cannot be supplied by 


® Aristotle, Nichomacean Ethics, Book I, c. 7. 
” Aquinas, Summa contra Gentiles, Book III, c. 85. 
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men have of living in society and of exchanging with one another the prod- 
ucts of their labor, if human life is to be carried out on a level in any way 
proportionate to human capacity and dignity. My need is included, to be 
sure, but the principles of justice involved derive from the general nature 
of human needs in society, as the writer proceeds to show in the continua- 
tion of the passage cited above. 


According to this analysis, the carpenter ought to receive the product of the 
tanner and in turn pay the tanner that which eae to a just exchange 
is his. . . . And when this equality is not preserved, the community is not 
maintained, for labor and expense are not repaid. For all would, indeed, be 
destroyed if he who makes a contract for so much goods of such a kind, does 
not receive a similar quality and quantity. For the state cannot be built up of 
one type of workers alone. Properly, therefore, these things are exchanged 
not absolutely but with a certain comparison to their value according to use 
and need. Otherwise, there would be no exchange.%” 


To this end, money was invented, that community life might be facilitated 
and preserved through just contracts which through the device of money are 
made both easier and more just: 


Wherefore all exchangeable goods are properly priced in money and thus there 
will always be exchange. ... While there is exchange, there is als a community. 
Now money equals all exchangeable goods just as the unit of a ruler by addi- 
tion and subtraction equals all things ruled. We have just said that without 
an exchange of products there will be no community life. But community 
life cannot be unless the products are reduced to proportionate equality. ... 
And this is the reason why the first and primary measure of all exchangeable 
goods (money, to wit) was of necessity invented. 


Lest his doctrine be misunderstood, Albert is careful to explain how what 
he says fits in with the traditional scholastic doctrine of immutable essences 
and final values with reference to a last end. Time has shown the wisdom 
and need of the warning. 


... In a certain way, natural objects are immutable, as for example, with 
regard to those first principles by which man is ordained for the good and 
the true, for these are imprinted on humankind and do not change. However, 
the use of these things when applied in practice varies with many customs and 
institutions. Thus, although with the gods every just thing is precisely so and 
in absolutely no degree otherwise, for with the gods nothing suffers change, 
with us, however, an object is by nature in a certain sense changeable, for 
whatever is human is changeable, and as this is the case, so there is in human 
justice an element that is of nature and an element that is not.?® 


These citations manifest an intimate connection in the writer’s mind be- 
tween just price and social organization. Because men must live in com- 
munity, because life can be sustained only by mutual exchange of products 

" Ibid., cap. 9, no. 31. | 


= Ibid., cap. 10, no. 36. 
= Ibid. Tract. 3, cap. 1, no. 49. 
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ments, seems to be the reason why modern writers of ability and authority 
are led to make statements concerning scholastic price and value theory 
which are at variance with the truth to the point of being bizarre. How 
scholastic writers themselves effected this reconciliation, we shall seek to 
show by quotation as we proceed. But it may now be observed in general 
that the resultant of a large number of personal judgments, the community 
estimate, though partly subjective in origin, and partly objective, insofar as 
it is based on a consideration of the actual physical qualities of the object 
for sale, is for me in practice wholly objective. The matter is analogous to a 
political election; my vote may have gone for Mr. Hoover; the community 
estimate went for Mr. Roosevelt. Though my subjective choice was one of 
the factors determining the election, the ultimate outcome, Mr. Roosevelt's 
presidency, is for me a wholly objective consideration. Similarly, my es- 
timate of the worth of an object to me will be one of the factors determining 
the community estimate which will determine the just price. Yet that just 
price, resultant of many objective and subjective forces, once determined is’ 
for me a wholly objective fact. 


IV 


The Dark Ages, if there were any such, offer us little new on price and 
value save the work of the canonists properly so-called who lie beyond the 
` scope of this present writing. The next writer of importance to whom we 
turn is Albertus Magnus (1193-1280), a Suabian of the noble family of 
Bollstadt, teacher at Paris and Cologne, bishop of Ratisbon and founder of 
the theological tradition of the Dominican order. Albert, though one of the 
few writers who quotes neither the commentary of Paulus, nor the famed 
passage of Augustine, is on his own grounds an advocate of just price. He | 
is commenting on the Ethics of Aristotle: 

There is accordingly always a just mean between gain and loss. This mean 
is preserved when in a voluntary contract the antecedent situation is equivalent 
to the consequent, that is to say, before and after the contract. A couch, for ex- 
ample, prior to the contract had a value of five; if one received five for it, 


the situation consequent to the contract is equal to that which was antecedent. 
No one can complain that he has been in any way injured thereby. 


Such exchange, however, does not take place through an equality of the things 
exchanged but rather according to the value of one thing in relative proportion 
to the value of the other with due regard for the need which is the cause of 
the transaction.*® 


This “need” of which Albert speaks includes not only my personal need 
of this particular object but also and more significantly the need which all 


"B. Alberti Magni, Opera Omnia, Paris, 1891, vol. vii, In Librum V Ethicorum, Tract. 
2, cap. 7, no, 30. 
* Ibid., cap. 9, no. 31. 
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power we should like to remove these living things from the order of nature, 
either because we do not know what place they hold in the scheme of nature, 
or, even if we did know, because we value these living things less than our own 
convenience. Who does not prefer to have bread in the house rather than mice, 
or money rather than fleas? But why be surprised since in the value set upon 
men themselves, whose nature is certainly of paramount dignity, very frequently 
a horse is held more dear than a slave, or a jewel more precious than a maid 
servant, Since every man has the power of forming his own mind as he wishes, 
there is very little agreement between the choice of a man who through neces- 
sity stands in real need of an object, and of one who hankers after a thing 
merely for pleasure?” 


This passage resounds through centuries of writing by scholastics and is 
found either in direct quotation or in paraphrase in almost every important 
treatment of the subject. Aquinas gives the substance of it;?® Scotus refers 
to it specifically;*® and its influence is clear in Antoninus of Florence,*° in 
Bernardine of Sienna,” in the great Dominican moralist, Dominic Soto,” 
and Cardinal de Lugo% among others. This is a decidedly imposing array of 
scholastic authorities who accept, approve and adapt the quotation from 
Augustine. And that analysis of Augustine’s can in no sense be interpreted 
as setting up an objective and absolute standard of value. 

And yet Augustine could say that “to wish to buy cheap’ and sell dear 
is a vice.” He narrates the story of an actor who promised on a certain day 
to reveal to the members of his audience: 


. . what they had in their hearts and what they all wanted, and a large crowd 
assembled on the appointed day, silent and nt, to whom he is said to 
have announced, “You wish to buy cheap and sell dear.” That actor, either 
from self-examination or from erience of others, came to the conclusion 
that to wish to buy cheap and sell dear was common to all men.... As a 
matter of fact, it is a vice... . I myself know a man to whom the sale of a 
book was offered; he saw that the seller was unaware of its real price and for 
that reason was asking very little for it. And yet he gave the seller, ignorant 
as he was, the just price which was far greater... . We have known people 
from humanitarian motives to have sold cheaply to their fellow citizens grain 
for which they had paid a high price.4 

The inability to reconcile these apparently contradictory points of view— 
namely, that there is a powerful subjective element in our evaluations, and 
yet that there is a just price which is independent of my subjective judg- 


* Augustine, De Civitate Dei, Book XI, cap. 16, CSEL (CV), vol. 40, p. 535. 

2 Aquinas, Summa Theologica, 2a 2ae quaestio 77, att. 2, ad 3um. 

* Joannis Duns Scoti Opera Omnia, Paris, 1894, vol. 18, “Quaestiones in Quartum 
Librum Sententiarum,” Dist. XV, quaestio 2a, n. 14. 

* Antonini Summa Theologica, Verona, 1740, Lib. I, tit. 1, cap. 16, no. 3. 

™ Bernardine of Sienna, Quadragesimale de Evangelio Aeterno, Venice, 1745, Serm. 35, 
ON Gea OS A 

™ Dominic Soto, De Jure et Justitia, Lyons, 1558, Lib. 1, cap. 6, q. 2, a. 3. 

= de Lugo, op. cit, sec. 4, no. 42. 

M Augustini, Opera Omnia, St. Maur’s ed., Paris, 1841, vol. 8, De Trinitate, Liber 
XILI, cap. 3, sec. 6, cols. 1017-1018. 


i> 


474 Bernard W. Dem psey [September 


In the present circumstances he is evaluated as a man and not as somebody's 
son. . . . Time and place, however, bring about some variation in price. Ou 
will not be evaluated the same in Rome as in Spain, nor, since here as well 
prices are not constituted by momentary influences, nor by occastonal scarcity, 
will it be evaluated the same in times of prolonged sterility as in times of 
abundant harvest.38 


“Even after the extinction of the Western Empire in the year 476, the 
Roman law did not cease to have force. First of all, the clergy settled among 
the various German peoples were not hindered from using the Roman law 
in their own affairs even when these affairs were secular.’’** The case with 
reference to which this price doctrine occurs in the code was that of the set- 
tlement of inheritances. From very early times, the administration of wills 
and similar questions of the ‘orphans’ courts” were under ecclesiastical 
jurisdiction.*® Later scholastic writers of the highest authority refer specifi- 
cally and approvingly to this passage in substantiation of their doctrine of 
just price and the theory of prices underlying it.** 

In view therefore of the place held by the Roman law in the schoolmen’s 
discussion of right and justice, in view of the close connection of ecclesiasti- 
cal and civil law on the precise point involved, in view of the general pre- 
eminence of Roman law in the training of the clergy, and in view of 
subsequent specific quotation by weighty authorities of the same tradition, 
the commentary of Paul on the Falcidian law can scarcely be denied a place 
among the influences forming medieval price and value theory. And that 
influence was certainly not in the direction of an objective and absolute 
value and price. 


II 


Aurelius Augustinus, bishop of Hippo Regius in Africa, saint, Father and 
Doctor of the Church, would by some be placed outside the scholastic tradi- 
tion because of his platonist leanings. Yet so great was his influence upon 
all subsequent western thought, especially in the domain of psychology 
and epistemology, that the distinction would do violence to historical se- 
quence in spite-of the truth it seeks to emphasize. In the theory of value his 
influence is great as elsewhere. 


There is, however, a different value set upon each thing proportionate to its 
use. Wherefore we set a greater value upon some insentient objects than we 
do upon some sentient objects. So much so in fact, that were it within our 


3 Op. cit, Ad Legem Falcidiam, Digests, xxxv, 2, 63, p. 556. 

“FX. Wernz, S.J., Ius Decretalium, Prati, 1913, vol. i, Pars 2a, tit. xi, no. 10, p. 346. 

® Wernz, op. cit. vol. v, Pars 2a, tit. IX, no. 2, p. 221. Blackstone, Commentary on 
the Laws of England, Philadelphia, 1860, Book III, ch. 7. nos. 5-6 (pp. 95-103), vol. 2, 
p. 72 sq. 

“Luis Molina, S.J. (d. 1600), De Jure et Justitia, Antwerp, 1615, Tomus II, Disp. 
348, sec. 4, p. 166. Joannis Cardinalis de Lugo, S.J. (d, 1660), Disputationes Scholasticas 
et Morales, Paris, 1869, vol. vii, Disp. 26, no. 38, p. 273. 
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the correct conception of just price, we shall then seek to sketch some of the 
leading principles of scholastic economic organization. The space devoted 
to the question of price is objectively disproportionate but the disproportion 
is necessary under the circumstances. 


I 


The scholastic moralist in questions of right and justice founds his gen- 
eral principles on the natural law. The principles of the natural law, how- 
ever, are in many matters not sufficiently detailed to offer solutions for con- 
crete cases. For this reason, schoolmen have always conceded to the civil 
. law a competence in determining the scope of certain rights, if not in con- 
stituting the rights themselves. For example, the right of acquisition by 
' prescription is founded upon natural law, but it is for the civil law to de- 
termine after what period of time a title by prescription becomes valid. 
Acquisition by accession, by the finding of treasure, the determination of 
the formalities which are required for a binding contract, are other matters 
which, though grounded in the natural law, may in a specific instance re- 
ceive their final determination from the civil law. Not only is this true in 
general, but the moralist also regarded the statement of the natural law 
as contained in Roman law and, in particular, in the Justinian Code as very 
satisfactory in many respects. Thomas Aquinas devotes a whole special 
article to the corroboration of Ulpian’s definition of justice set down in the 
first sentence of the Institutes, a definition which had already been accepted, 
probably from legal sources by Ambrose,® and by Augustine.’° Later when 
specialists in moral theology would separate the treatise De Jure et Justitia 
from dogmatic tracts and commentaries, the sequence and structure of the 
treatise would follow that of the Code very closely. 

The Justinian Code discusses the Falcidian law’ “which required that 
there remain entire to each heir a fourth part of his hereditary portion. 
But this law regarded only those estates unduly burdened with legatees,’’3# 
The law itself sought to settle a prolonged legal dispute which lies outside 
our present purpose. But what is to our present purpose is the commentary 
of the legist Paul in the Digests. Question has arisen concerning the manner 
of the computation of this one-fourth portion. 

The ra of things function not according to the whim or utility of indi- 
viduals, but according to the common estimate. A man who has a son whom 
he would ransom for a very large sum is not richer by that amount. Nor 


does he who possesses another man’s son possess the sum for which he could 
sell him to his father; nor is that amount to be expected when he sells him. 


*® Aquinas, Summa Theologica, 2a 2ae, Quaestio 58, art. 1. 

° Ambrose, De Offictis Ministrorum, Lib. J, c. 24, Migne PL., vol. 16, p. 57. ` 

* Augustine, De Civitate Dei, Lib. XIX, c. 21, CSEL (CV), vol. 40:2, p. 409. 

H Corpus Iuris Civilis, Krueger-Mommsen ed., Berlin, 1928, Institutes, xxii, p. 25. 
aP, Vidal, S.J., Institutiones Iuris Romani, Prati, 1915, pe 594. 
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social science upon which misinformation can be more readily obtained. 
Scholastic philosophy has recently enjoyed a renascence, both in develop- 
ment as neo-scholasticism, and in historically accurate studies. That the fruit 
of these studies has not penetrated into the economic world is evident from 
the fact that it was possible, as late as 1928, to reprint pages 90-96 of Dr. 
Lewis H. Haney’s History of Economic Thought, with the statement among 
others that: 

The general notion appears to have been that value is absdlute, and objec- 
tive, and independent of price.* 

Nor can much be said for Dr. James Westfall Thompson’s summary save 
that it is in harmony with the tall gratuities found elsewhere in his volume. 
Relying on a second-hand quotation from Thomas Aquinas, through an 
unidentified Miss Davidson, Dr. Thompson commits himself to the un- 
equivocal position that: . 

The Church’s concept of value was something absolute and sag from value 


in use and value in ea something independent of supply and demand, 
something intrinsic and fixed.” 


Even so carefully objective an investigator as Dr. Norman S. B. Gras is 
able to remark of medieval economics rather complacently: 


It was assumed that there was such a thing as an objective value, something 
inherent in the object rather than in the minds of the buyer and seller. We 
now have had enough experience and have made enough examination of the 
problem, of course, to know that no such value ever existed.® 


Medieval schoolmen are frequently criticized for their lack of scientific 
method, though Hugo Grotius felt that: 


Whenever they are found to agree on moral questions they can scarcely be 
wrong, they who are so keen in discovering the flaws in each other's argu- 
ments.” 


But whatever may be said for the methods of the schoolmen, one can scarcely 
approve of the critical techniqué of the writers cited above or indeed of 
most writers in English on this subject. In such case, it behooves us to let 
the schoolmen speak for themselves, and thus to remove the principal mis- 
conception which has prevented modern writers from seeing in realistic 
perspective the medieval organic economy which is the only historical 
analogy which can now be of service to us. Our present purpose is to look 
the bogey of just price squarely in the eye, and thus to clear the air. Around 

“Haney, op. cit, p. 90. 

ë Thompson, Economic and Social History of the Middle Ages, New York, 1928, pp. 
Ge “Economic Rationalism in the Late Middle Ages,” Speculum, viii, 3, July, 


1933, p. 305. 
. *Grotius, De Jure Belli et Pacis, reproduction of the edition of 1646, Washington, 
1916, pages unnumbered (17). 


JUST PRICE IN A FUNCTIONAL ECONOMY > 


The current recrudescence of corporate economy bestows importance on historical 
analogies hitherto neglected. Medieval economy combined a corporate and functional con- 
cept of economic society with political ideals close kin to American constitutional prin- 
ciples. But at present, very incorrect notions of just price, widely accepted, preclude an 
objective examination of medieval economic theory by American economists. Just price 
is here examined in its historical sources, the Roman Jaw and the writings of Augustine; 
development is then traced by quotation from the leading medieval thinkers. Just price 
thus appears as an integral part of a consistent social philosophy and properly applied as 
a workable general principle. 


I 


When the record of economic history is viewed in its full length, that 
lack of a system which we call the system of individualism is seen to be 
a recent episode. Historically speaking, only the last century and a half 
have endeavored to live an economic life without organization or control; 
and even within that century and a half, individualism has never held the 
field uncontested. Since the war, as is perfectly evident, the nineteenth .cen- 
tury individualistic mood has been replaced by a powerful twentieth cen- 
tury trend toward a corporate economy. Moreover, the economists of the 
English-speaking world who do not like the Hegelian outlook of Stalin, 
Mussolini and Hitler, face this world of facts under a severe handicap with 
the postulates of their own system challenged on various scores. 

In all the years of economic activity, and all the types of economic or- 
ganization before and since the brief day of liberalism, one only attempted 
to combine the ideas that “all men are by nature equal’; that the state is 
for man and not man for the state;? and that there is a measure and a limit 
and a norm for government interference with individual effort." When we 
are being pushed into a corporate economy, an historical example of a system 
that could maintain those three objectives is worthy of consideration. Any 
economy based on such theory, however faulty in practice, can in our pres- 
ent situation be profitably studied. From this emphasis on principle, it 
should be clear that we shall not describe the archaic external trappings of 
medieval economic life, upon which undue emphasis has been placed by 
enthusiasts and critics alike. The question is one of radical economic prin- 
ciples, not of gargoyles or stained glass windows. 

Yet the American economist does not consider the medieval system of 
economic thought a fruitful field of study. The reason is that he approaches 
the subject with a fundamental misconception; at the mere mention of just 
price or objective value, the matter is closed. Regardless of practical consid- 
erations, a concern for objective truth would alone justify a re-examination 
of basic medieval economic concepts. There are few subjects in the field of 

* Thomas Aquinas, Summa Theologica, 2a 2ae quaestio 104, ad Sum. 


* Thomas Aquinas, De Regimine Principum (De Regno) Lib. 3, cap. ii. 
-> Thomas Aquinas, Summa Contra Gentiles, Lib. 3, cap. 71. 
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county teachers’ training and agricultural schools, and the county aid to 
the elementary schools. 

“Charities and corrections” in all cases includes relief for the poor and 
aged. For the counties, it also includes insane asylums, mothers’ pension, 
soldier relief, the county jails and workhouses, etc. The “Miscellaneous” 
item is larger under the cities than under the other two types of units 


THE PERCENTAGE OF THE GENERAL PROPERTY TAX REVENUE COLLECTED 
IN THE TOWNS, THE VILLAGES, AND THE CITIES oF NINE WISCONSIN 
CouNTIES,’ SPENT FOR EACH PURPOSE, 1931 





Purpose’ Towns Villages Cities 
TOTAL 100.0 100.0 
1. General government 

a. Spent by towns, villages or cities 4,7 3.5 

b. By county 4.6 3.4 
2, Law enforcement and protection of 

property 

a. Spent by towns, villages or cities 2 9.4 

b. By county 1.9 1.2 
3. Health protection 

a. Spent by towns, villages or cities 2 3.0 

b. By county 1.1 1.3 
4, Highways or streets 

a. Spent by towns, villages or cities ' 259 8.1 

b. By county 12.3 8.8 
5. Education 

a, Spent by towns, villages or cities 6.7 1.3 

b. By county 

i. For agricultural agent A 2 
ji. Other 5.7 2.9 

c. By school districts 23.3 38.0 
6. Charities and corrections 

a. Spent by towns, villages or cities 1.6 2.6 

b. By county 6.6 6.1 
7. Interest | 
. a. Spent by towns, villages or cities ‘7 3.5 

H b. By county 3.3 2.5 
8. Miscellaneous 8 4.2 


* Buffalo, Clark, Douglas, Kenosha, Manitowoc, Marathon, . Portage, St. Croix, and 
Wood. i 


* The retirement of loans, exclusive of the interest, was omitted as this represents a 
duplication. 
* The City of Kenosha is not included. 


because of higher expenditures for recreation, represented by the parks 
and playgrounds, which the cities provide. This item also includes the 
amounts used for meeting deficits which occur in the operation of munici- 
pally owned utilities. The other items are self-explanatory. 
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The first two figures in column one of the body of the table, for ex- 
ample, indicate that of the general property tax collected by the treasurers 
of the 194 towns, 4.7 per cent was spent for town general governmental 
purposes and 4.6 per cent was spent for county general government. For 
each of the three types of primary tax levying and collecting units, highways 
or streets and schools were the most important items. The total percentages 
for the former are 38.2 for the towns, 22.4 for the villages and 16.9 for 
the cities. Those for the latter are: towns, 36.1, villages, 46.3 and cities, 
42.4, This shows clearly that, proportionately, the urban incorporated 
units spent considerably less for highways than the rural units did but 
spent more for education. This is due mainly to the proportionately greater 
number of miles of highways in the towns than in the villages and cities 
and the proportionately larger number of high schools and other types 
of schools above the elementary grades in the urban than in the rural dis- 
tricts. Under the cities, the expenditures for law enforcement and protec- 
tion of property also were fairly high. For the villages, this item was 
smaller and for the towns it was practically negligible. The police and 
fire departments of the cities and villages are responstble for these dif- 
ferences. 

CARL F. WEHRWEIN 

University of Wisconsin 
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the amount it wants for its own purposes. The towns, cities, and incorporated 
villages are the primary tax levying and collecting units. Each county ap- 
portions its property levy among the villages and cities, or parts thereof, and 
the towns that lie within its boundaries. Each village, town, and city adds the 
amount needed for its own purposes to its share of the county taxes and its 
share of the school taxes, and levies the sum upon its property owners. Of 
the taxes which it collects, the portions due the school district or districts 
and the county are turned over to them. 

The school authorities have the first claim upon the collections; the village, 
city or town is next; and the county is the “residual claimant.” These claims 
must be satisfied in full in the order named, to the extent possible. Due to 
this arrangement, tax delinquency in Wisconsin is primarily a county prob- 
lem. A city, town, or village is affected only if there is “excess delinquency”; 
i.e., if the delinquency in the total amount levied by it exceeds the county’s 
portion. It is the task of the counties to collect the delinquent taxes, and it 
is this unit of government which has the authority to take tax deeds. 

The study was made upon the basis of the tax levying and collecting units. 
The amount retained by each town, village, and city for its own purposes and 
that which it turned over to the county were analyzed separately as to the per- 
centage spent for each purpose. No special analysis was made of the revenue 
turned over to the school district or districts. It simply was considered to be 
so much money spent for educational purposes. Averages were calculated for 
the cities, towns and villages. 

Sometimes a tax analysis of this kind is made upon the basis of the 
data relative to the amounts of property tax levied for the different purposes. 
By this method, time is saved but accuracy sacrificed. In the first place, a 
unit’s schedule of levies is, at best, merely a budget; and it is as hard for 
a political unit to adhere to a budget as it is for a private individual. If the 
amount raised for a given purpose is found insufficient, the fund for another 
purpose is drawn upon, or the money needed is borrowed. In the second 
place, the schedules are sometimes prepared in such a way as not even to 
reflect the final expenditures as accurately as the average budget does. For 
example, if A represents the total revenue a unit expects to obtain from its 
non-property sources and B the total of its expected expenditures exclu- 
sive of those for roads, it may offset A against B. Then, if A is larger than 
B, the difference is deducted from the estimate of the highway expenditures 
or, if B is larger than A, the difference is added, and the resulting amount 
is levied upon the property owners. 

This is a purely arbitrary method of determining the levies. Obviously, it 
results in a schedule which is misleading with respect to the amount of 
property tax revenue which is actually spent for each purpose. According to 
a schedule prepared in this way, most of the money spent for highways 
comes from the property owners. If this were true, the property tax would 
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be even more discriminating than it is generally considered to be. In 
the third place, for the units affected by tax delinquency, the expenditures 
with property tax revenue fall short of the levies by the amount of the de- 
linquency, unless, in lieu thereof, money is borrowed. Finally the schedules 
are lacking in detail. Hence, they really are of value only as an indication 
of the total amount of property taxes levied by the units. 

In the Wisconsin analysis, the property tax revenue of each county, 
village, city and town was analyzed upon the basis of its actual total. 
expenditures of the same year. The amounts of non-property revenues 
designated for specified purposes were deducted from the disbursements 
for the respective purposes, the balances being the expenditures which 
were made with the revenues available for all purposes, of which the 
property tax really is one. The general property taxes collected were as- _ 
sumed to have been spent for the several purposes in proportion to these 
balances. | 

There are 194 towns in these counties, 46 incorporated villages and 
21 cities. The towns and villages doubtless are fairly representative of the 
state. However, the largest city included is Superior. Its population in 
1930 was 36,113. Only three other cities are above 10,000: Wausau with 
23,758, Manitowoc with 22,963, and Stevens Point with 13,623. Hence, 
the cities are representative only of those whose population is 36,000, or 
less, each. The city of Kenosha was not included. A summary of the data 
is shown in the accompanying table. 

“General governament” means the salaries and expenses of the county, 
village, town and city officers, upkeep of the buildings owned by these 
units, and similar items. “Law enforcement and protection of property” 
represents chiefly the outlays for the police and fire departments of the 
cities and villages and the amounts used by the sheriffs’ departments of the 
counties. The towns spend very little for this purpose. “Health protection” 
includes such items as the health boards of all of the units except the coun- 
ties, the hospitals, sewage disposal and garbage collection and disposal in 
the cities and villages and the tuberculosis sanitoria of the counties. 

The expenditures for education by the villages, towns, cities.and coun- 
ties represent money spent by these units for educational purposes in- - 
dependently of the.school districts. This item is of appreciable significance 
from the point of view of the towns on account of the high school tuition 
for pupils from towns which have no high schools, and from the point 
of view of the counties. “Other,” under “Education,” means mainly the 
salaries and expenses of. the county superintendents of schools, the ex- 
penses of the supervising teachers, the cost of building and maintaining 

° The basic data were taken from the 1931 annual financial reports of these units to 


the State Tax Commission, and the records of the respective counties relative to the collec- 
tion of delinquent general property taxes. 
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what. gerent fies from the 0.16 to 0.32 per cent of our previous cost- . 
calculätion?- 

-The various features of discount procedure seem most apparent for the 
longer deferred payment. Can it be successfully contended, however, that if 
the nef returns on fixed investment are discounted, that if all allowances 
for depreciation are made, all capital becomes “perpetual” and all dis- 
countable income series infinite? If so, it follows that, no matter how dura- 
ble physical equipment might be, a decrease in the rate of interest from 
5 to 4 per cent would raise all capital values by 25 per cent. However, 
the contention is erroneous. The gross return, including allowances for 
replacement, rather than net yield is capitalized;yhence, the returns yielded 
by the longer-lived instruments are affected more by the capitalization pro- 
a U all it the fate of interest the value of durable goods 


pe a lay 


( constitutes that notable "Tetuthening of the investment a pe which is the 
nucleus of modern theory of the business cycle. ~~ 
a “Ye have seen that the increased investment which may result from a 
„reduction in the rate of interest is essentially investment in fixed capital. 
“Increased investment in working capital is merely incidental to the ex- 
agos of fixed capital investment and is not an independent effect of the 
ry = aresajd change in the rate of interest. It is the capitalization procedure 
ee ee increase in the demand for and in the prices of capital egupimen 
explain these consequences rather than short-run cost teisonding a 
v By understanding the interest rate as a capitalization factorYone is able 
LA valyze more convincingly a number of shortcomings of some pure and 
, "applied theories. Also, “One may explain why lowered interest does not 
"E . Beate gncreased investment in times of distorted cost-price relations. If 
T. Ti f es are inflexible and prices are depressed, the entrepreneur cannot 
eturns on-fixed investment by. undertaking productive activity. No 
yg tate can be low enough to permit a positive capital value to be 
_from -negative Or Zero P The capitalization of non-existing 
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interest rate may be reduced. Pence no interest policy can succe succeed 
ating production while the he maladjustment in in cost-price -relations 
in other words, if the costs of labor and m material fail to readjust 


wes, low interest rates cannot do anything f for creating investments/ 
Fritz MAcHLUP 
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“J Wt she ‘ald be noted that capitalization and cost reasoning may be identified if’ suffi. 
“iy y y Jong periods (and the community as a whole). are considered, See Howard Ellis; 
WOM onetary T heory, pp. 415-425. The contrast discussed in this article refers to the 

ts implied in the calculations within established firms. 


HOW THE WISCONSIN PROPERTY TAX 
COLLECTIONS ARE SPENT 

Of the purposes for which property tax revenue is spent in the State of Wisconsin, 
roads, streets and schools are by far the most important. These taxes are collected by the 
city, village and town or township treasurers. In 1931, 38.2 per cent of the revenue col- 
lected by the town treasurers of nine counties was spent for roads and 36.1 per cent for 
schools. Of the property taxes collected by the village treasurers, 22.4 per cent was spent 
for streets and 46.3 per cent for schools. The corresponding figures for the cities are 16.9 
and 42.4. The next largest items are: towns, general governmental purposes, 9.3 per cent; 
villages, general governmental purposes, 9.4 per cent; and cities, law enforcement and 
protection of property, 10.6 per cent. 

The criticism of the general property tax continues unabated. This is to 
be expected in view of the emphasis still being placed upon it by the states 
and the smaller political subdivisions as a source of funds. Well over half 
of all the revenue of these units is raised by means of this tax. In Wis- 
consin, 61.5 per cent was thus raised in 1932.1 In New York State, the 
average for 1928, 1929, and 1930 was 72.0 per cent; in Minnesota it was 
77.6 per cent; in Michigan, 77.8; in Ohio, 80.5; in Indiana, 85.2, and in 
Illinois 88.1.3 

Until substantial increases are made in the funds derived from other 
sources, all that the tax levying officials can do to decrease the property 
tax burden is to plan the governmental expenditures as economically as 
possible upon the basis of (1) the relative essentiality of the services and 
(2) the prevailing standard for each of the services currently rendered. 
The essentiality, however, is somewhat dependent upon the unit costs of 
rendering the services. Hence, the tax levies cannot be adjusted intelligently 
unless information is at hand relative to these costs. 

An analysis of the property taxes collected in 1931 in nine Wisconsin 
counties? throws some light upon the proportionate amount required for 
each purpose. The governmental services rendered in this state, in both 
quantity and quality, are undoubtedly equal to the average of the country. 
The year 1931 was, perhaps, the last one which, as far as tax levies and 
expenditures of public revenue are concerned, can be considered normal. 
These nine counties are a fairly good sample. Nearly all sections of the state © 
are represented. 

In Wisconsin, only the counties, cities, incorporated villages, towns* and 
school districts levy the general property tax.” Each of these units determines 


* Bulletin No. 53, Wisconsin Tax Commission (1932), . 

* Leffler and Groves, ““Wisconsin Industry and the Wisconsin Tax System,” Bulla 
Number 3, Univ. of Wisconsin Bureau of Business and Economic Research, pp. 74 € 
75 (1931). 

"Buffalo, Clark, Douglas, Kenosha, Manitowoc, Marathon, Portage, Saint Croix, Wi 
Woed. G 
* These units correspond to the “townships” of some of the other states. 
* The state may levy such a tax but it has not done so since 1930. 
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tain labor-saving machine would not be economical. At the same wage- 
rates, but at a lower interest-rate it may become economical to borrow capi- 
tal and to install the labor-saving machine. The substitutability of capital 
goods for labor or the substitutability of more expensive capital goods for 

less expensive ones which may be made profitable by lowered rates of 
interest depends upon technical conditions. The relative size of changes of 
this sort is, therefore, not to be estimated a priori, 

Depreciation from wear and tear and obsolescence, the risk factor, and 
interest on the new investment in fixed capital stand against the advan- 
tages which can be realized from an instrument of the type in question.4 ~~ 
Given all other items, the introduction of the new instrument will be un- 
profitable at a certain rate of interest but will become practicable or pre- 
ferable when the rate of interest is lower. Hence new investment in new 


ow Sae ee et 


fixed capital is undertaken. poe i 
VI 


VT he new investment in new fixed capital induced by lowered interest 

is, in the opinion of many theorists, inseparably connected with the choige, ~~ 
between different technics of productionYIt has been said that ever the 
existence of a positive rate of interest would be dependent on the forth- 
coming of technical innovations. That this is not true, and that a lower, 
rate of interest is Effective in indutiig fixed investments, ungmplicated 

by technical considerations is easily seen when the interest rate is regarded, 

not as a-cost factor, but as a Factor of the capitalization procedure. It is 
evident that thé _decreaséin “the Tate of “interest—inttoguces,-by way of. 
capitalization of future yields, an incentive for new jsvestments in fixed 
capital. The capitalization effect works itself ‘oub“hether or not there 
“ate alternative methods of production for single ‘nterprises. The increased a 
investment in fixed capital, due to a decrease te of interest as capitaliza- 

tion factor, may take place without the adõption of a single new method 

of production. 









“Call the investment I, depreciation d, risk f, 'nterest i, all expressed in percentages g} 
per year, and / the yearly outlays which can be sivid by the new instrument, then , We 
darti 
da 100 F] or 





expresses the situation where it is not yet Ppostable to substitute the new instrume 
the less “capitalistic” method. When by the reduction of the rate of interest the # ® 
difference in the interest on the new investyrent becomes equal or greater than the 
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This chect is amply the result ct the inereised presen, value of future 
gelUr» Ci pitalized at a lewer rate of interest. An instrument oi production 
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acd iavestmcnt in fixed capital. 
‘an equilibrium position the cost of constructing durab:e instruments 
must be equal to the suey expected yield of these insiruments. At 
given prices of the product and given prices of labor and mterial which 
will have to be combined with the durable equipment, “the rebiro on this 
-quipment is also given. There is a rate and only one rate of 1aterest at 
which the capitalized returns are equai'to the given cost of producing the 
dur roleeguipment. : 
V Now if the rate of interest is reduccd, the value of all durable equip- 
meri must rise and must exceed the cost of construction.’ The rise in value 
Di durable capital goods, results, of course, in a rise in their price, since 
Apoc may borrow capital at the lowercu rate of .” per ceat, biv the equip- 
y cet 1od get a yicld of # per cent on the price P, Hence the increased de- 
ard will raise the price from P to P’. As long as one ¢ar produce the 
capita. _gvod at forme: cesi one mases 2 profir. That this pro nt is an effec- 
tive inc ative tor the construction of done, lived capital goods is obvious. The 
pies oo ig morc than 5 per cent, if the interest rate drops from 5 to 4 
: per dni andl the expec-ed service life of the good is 10y ars; anc st is 


more than ope cent, if the service life is 20 years. Are these rot some- 
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arithmetical example will show conveniently and realistically the relative _ 
importance of this constituent in production cost. Let us assume that with 
an outlay of $900,000 for wages and material an annual production of 
100,000 units is possible. If working capital is turned over once in four 
months—three times a year-—the old investment, or opening mventory, - 
in working capital would be $300,000, If the rate of interest were 5 
per cent per annum, the total interest charge on invested working capital 
would be $15,000, and the total average direct cost would amount to 
$915,000 

100,000 ° 

With the interest rate at 4 per cent rather than 5 per cent the charge 
an old working capital would be $12,000 and the direct cost per unit of 
output only 9.12, or 0.3 per cent less. In view of the 20 per cent decline 
in the rate and the total interest payment, the 0.3 per cent decrease in 
unit-cost appears disproportionately small. This notable contrast is ex- 
plained by the fact that three fractions are employed th deriving the rele- 
vant figure—namely, the rate of working capital to total direct cost, which 
is dependent on the frequency ‘Of turnover, the interest rate on working 
capital, and the fractional decrease in the interest rate.*, This reveals the : 
significant fact, to which we call especial attention, that a change of one 
per cent in labor or material costs is much more influential on direct unit 
cost than the observed 20 per cent change ‘ih the rate of interest. 

IV 

In principleany decrease in marginal cost is an incentive to increase 
the output at a given price. The increase in production requires, of course, 
enlarged investment in working capital. Should we anticipate that a con- 
siderable or a relatively unimportant arhount of new investment in working 
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a modification of the interest rate? 


? The algebraic formulation of the foregoing thesis is as follows: If 
working-capital turnover rate, ¢ the percentage rate of interest, and’ 


i t ` 

PT To0’ 

and the absolute reduction in P, Że., total direct unit cos’, 
interest rate is 
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The proportional reduction in total direct cost per unit Æi 
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= ing" capital maintainea. “A shift of the cost durve b,°a fraction of-one per 
cent of the ordinate is so sma A ee scatcedy perceatitfe “h oreover, 
ihe .ncrease in output which is to {Low a cownwa'd skift of the 
marginal cost curve is the smaller a higher the gradient of ‘he cost curve. 
me There cannct se any doubt that increasing marginal cost of production is 
the generaliy prevalent case even in business depression. (Assert:ons to the 
contre ry pugiaate mostly from erroneous average cost reasoning. ) Fur- 
thermore, it the elasticity of supply gf labor and materia. is not infinite for 
the range undur concétn the reduction of betetest may easil be ofiset by 

fn increase in direct labor and mafcfiai costs, 
Jf we had a turnover three times a year and if the rate of maet wcre 
, to decline 20 per cent, from 5 per cent to 4 per cent, a rate of increase in 
direct per unit cost of merely 0.32 per cent would be sufhaeni to offset the 
effect of the decrease in the interest rate, If the rate of turnover were 
six times per year, the effect of a 20 per cent decline in the interest rate 
on unit cost would be neutralized by a rate of increase in dirat cost of no 
more than 0.16 per cent. Under the given assumptions a ted iction im the 
interes: payments by more than 60 pez cent would be nedes for having 

oftset a one per cent increase in direct est. 

‘id Granted that increasing direct costs had previously fotestlled an ex- 
‘pansion of ovtout, is it probable that + very considerable addition to out- 
put can be achieved at unit costs only 0.16 o£ 0 $2gpre-cent above those 
incurred for the established production? The incent%ye fer ar increase in 
prodi Mon which may be nrovided by a decrease ig intzrest on working 
Bee. iS extremely small. ie i is equivaleni tothe w nthe dtising from a 
price increase of no more then a fractiona! par of one ner cent. 

| er 
» that varistions la terest rotes p ag to o'd fixed 
Nave oo fnleen ce upo production reme The cost ®uigle. It is 
Sat variations yt fates pertaining.to ola vOrkiag capirai invest- 
7 W iar new a winapi nagie dtby new £ xed capital 
Levant ick Gold 3 Bee pi ‘cy. zd a cost facror, the 


ee pinika 3 baie apoticss p xow inseument in 
































#4 


Mg 9 £ 

ure ae a Po Ir’ har > attra: ‘tel much 

ete -£ smelý., the cu ibe EX. pediency of 

at ee pduction. Agile case it ie tricot face changes 
Seep 2°10 f thost isds of production 

Arois is Ay: {apit pag” Gat. Ne , "i 

Sanca af 


















are 
$ ehe rod apo i o! cer- 


ory 










E y, a 
THE RATE OF INTEREST AS COST FACTOR AND AS 
CAPITALIZATION FACTOR 


rate will hardly stimulate investment į f d, that gs it be incidental S 
in working capital Ud investment interest as cost 


tar sre as a menas T a ah, hat for Sine polecon aeeie, Be 
much more important than all these analy: y Ol fuction cost is the effect of the rate 


of interest upon prices of investment pds y way of capitalization of future yields. 
If, however, no future profits are to be txpected a reduction of the interest rate, even as 
a factor of capitalization, remains withett 22Y effect on prices and production. 
Pe I 

The effects of a change ii the rate of interest are crucial in many prob- 
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It is my convittion that it should be lodged in a body, no matter how 
constituted, having a national viewpoint and owing undivided allegiance 
to the general public interest. Its judgment should not be warped by the 
viewpoint of any particular section of the country or by the special interests - 
of any particular group. It should be an impartial, independent body with 
a keen and continuous sense of public duty and a point of view sufficiently 
detached to avoid having its judgment as to long-time policies swayed by 
the popular clamor of the moment. 

A. C. MILLER 
Federal Reserve ask 
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sufficiently established by the fact that several of the most important amend- 
ments written into the Banking act of 1933 with regard to the federal re- 
serve system were based upon the attitude of the board as expressed in 1929 
and the procedures then developed. This was a ratification by the Congtess 
of the United States of what had been undertaken by the Board in the early 
months of 1929 in the face of determined resistance. 


The Lessons of This Expertence 


Looking at the record of this period 1927-1929, as thus briefly recited, 
certain conclusions, I believe, will suggest themselves to anyone who is se- 
riously interested in drawing from this chapter of federal reserve experience 
lessons which are pertinent to any future discussion of the modification of 
the federal reserve system brought about by the Banking act of 1935. More 
particularly, these lessons have a bearing on that phase of the new legislation 
which would provide a more definite concentration of authority over the 
open-market policy of the federal reserve system. 

The first of these lessons clearly points to the inadvisability of a division 
of responsibility in a matter of such vital national moment. Whatever might 
be said for the former system theoretically, it did not, in its actual working, 
produce a satisfactory result, as the 1927-1929 experience appears clearly 
to demonstrate; and it did not do it, in my opinion, because the responsibility 
was divided. 

Unity of responsibility, my experience with the federal reserve system 
has convinced me, is essential to the ceaseless concern and vigilance which 
are necessary for timely and vigorous action in matters of central banking 
policy and administration. I would put the matter this way: 

(1). The authority to initiate policies carries with it the opportunity to 
exercise leadership and involves a far greater degree of responsibility than 
the mere authority to approve or disapprove policies initiated by others. 

(2) The body which initiates a policy should be under obligation to 
watch its consequences and to inaugurate a change whenever circumstances 
make it advisable. In other words, responsibility should be continuous. 

(3) The judgment of the bankers or of officers of federal reserve banks 
regarding national credit policies has proved itself not to be infallible, and 
they cannot always be trusted to reverse their policies promptly when the 
public interest requires such action. 

(4) The authority to initiate national credit policies should be concen- 
trated in a single body which should have definite responsibility to the pub- 
lic not only for the initiation of policies but also for following them through, 
watching their effect and initiating changes or modifications when the pub- 


lic intfrest requires. 
brings us, in conclusion, to the question in what body should such 
authority and responsibility be concentrated. 
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of discount rate, because it is a more formal and public proceeding, takes 
on the aspect of a signal indicating change of direction or change of policy, 
and therefore is less likely to be invoked promptly as soon as indications of 
changes in the situation become discernible. To put it bluntly, though not 
elegantly, control by rate action in a speculative gale of such fury as swept 
the United States in 1929 is a good deal like spitting against the wind. 

The Board’s opinion that “direct pressure” would afford not only a 
method more appropriate in the circumstances than a discount rate in- 
crease but also one likely to prove highly successful in putting an effective 
pressure upon the hitherto expanding volume of speculative credit was 
vindicated by the influence this policy exerted shortly after the beginning of 
its application. 

From the beginning of February until the end of May brokers’ loans 
by reporting member banks declined by about $650,000,000; and although 
brokers’ “loans by others” continued to increase, the total of brokers’ loans 
showed a net decline in this period (Chart 5). Money rates increased 
sharply (Chart 4). Stock prices, which had been rising rapidly, fluctuated 
within a comparatively narrow range (Chart 6). 

By the middle of June it became apparent that in the then existing psy- 
chological and economic situation ‘continuance of unremitting pressure on 
the market, particularly with the known heavy financial requirements of 
many leading industrial undertakings at the approaching end of the fiscal 
year, might precipitate a catastrophe. The Board, after a conference with a 
delegation of New York reserve bank directors, decided to relax for the 
time being but not to abandon its “direct pressure.” It was moreover then 
becoming evident that the stock market was reaching a point where it would 
collapse of its own weight, and that the principal concern of the federal 
reserve system should be to prepare itself to help the banks and the country 
to absorb the imminent shock as soon as it occurred. 

It is not without signficance in current discussions as to the proper dis- 
tribution of authority between the banks and the Board, that during the 
tension occasioned by the acute differences over the leadership of the federa] 
reserve system in the six months following the Board’s declaration of its 
position of February 2, 1929, the five members of the Board who took the 
responsibility of formulating the attitude and policy for the federal reserve 
system were opposed by a minority of their own membership, including the 
Secretary of the Treasury, the governor and the vice-governor, by the twelve 
federal reserve banks and, finally, by the Federal Advisory Council and 
many, but by no means all, of the largest member banks. This was a formid- 
able opposition. Nevertheless the Board adhered to its position, firm in its 
conviction that it was pursuing the only proper and effective course Qf action, 
belated though it was, which was open to the federal reserve gh th 
time. That it did not err in its judgment from a public point of view 
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with reference to the respective merits of the policies of control through 
discount rate advances and through “direct pressure.” It is the theory of 
discount rate advances that they increase the cost of credit to borrowing 
member banks and thus tend to restrain borrowings. In ordinary circum- 
stances, and especially when the discount rate of a reserve bank is abreast of 
or above going money rates in the market, the method of controlling an ex- 
panding situation through discount rate increase has frequently proved 
efficacious. But in such a situation as existed in the opening months of 1929 
with the rate for call money fluctuating between 6 and 20 per cent, it 
would have been necessary to step up federal reserve bank rates to un- 
precedented levels in order to catch up with the rapid ascent of rates in 
the open-money market. To have done that would have involved damaging 
disorganization of the whole structure of commercial money rates, with 
economic consequences that could not be accurately foretold and might 
easily in the then existing situation have proved disastrous. A prompt and 
energetic stepping up of the discount rate in the earlier stages of a pro- 
nounced credit and speculative expansion might have been relied upon to 
exercise an effective restraining and corrective influence, but when the rate 
of speculative expansion had attained such speed and the thirst for credit 
had attained such intensity as was the case at the beginning of the year 
1929 and earlier, control through discount rate increase, to put the matter 
mildly, is at best to be regarded as a frail reliance and a dubious expedient 

In the circumstances which existed at the time when the Board made its 
announcement with regard to “direct pressure,” the speculator did not ask 
what was the cost of money but whether he could get it at any price. The 
increase of rate might even have been a relief to the speculative market inas- 
much as it would have carried the suggestion, whether so intended or not, 
that money would be forthcoming from the federal reserve banks so long 
as the stipulated price for it was paid. ‘Direct’ pressure,” on the other 
hand, works as the name indicates, by direct control of member banks in- 
stead of indirectly through money rates. As applied in 1929, it put the 
member bank, which was seeking federal reserve credit facilities in order 
to support or increase its extensions of credit for speculative uses, under 
pressure by obliging it to show that it was entitled to accommodation, and 
leaving undisturbed such member banks as were borrowing in the usual 
course from their federal reserve banks for meeting commercial require- 
ments. It was, in brief, a method of exercising a discriminating control over 
the extension of federal reserve credit such as the purely technical and im- 
personal method of bank rate could not do. “Direct pressure,” furthermore, 
is a more flexible method of contro], capable of easy adjustment, if circum- 
stances shpuld demand. By comparison, the discount rate is a more formal 
sve fe one that in a rapidly shifting scene is rigid and clumsy. Pres- 
sure easily be increased or diminished through direct action. Change 
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However this may be, it is a fact that while the attitude of the federal re- 
serve banks was one of tolerance and temporizing and the federal reserve 
system as a whole was, as I have elsewhere stated, “drifting” in the midst 
of a perilous situation that called for intervention, the Federal Reserve 
Board was growing more and more anxious at the course of developments. 
Ultimately its anxiety reached a point where it felt that it must itself as- 
sume the responsibility of intervening in the dangerously expanded and 
expanding speculative situation menacing the welfare of the country. This 
it did early in February, 1929. 


Board’s Direct Action Policy in 1929 


On February 2 the Board directed a letter to the federal reserve banks 
and on February 7 it issued a statement to the public carrying the substance 
of the letter previously addressed to the banks, in which, after expressing 
its anxiety with regard to current developments, it laid down an interpre- 
tation of the Federal Reserve act under which it was stated: 


The Federal Reserve Board neither assumes the right nor has it any dispost- 
tion to set itself up as an arbiter of security speculation or values. It is, however, 
its business to see to it that the federal reserve banks function as effectively as con- 
ditions will permit. When it finds that conditions are arising which obstruct federal 
reserve banks in the effective discharge of their function of so managing the 
credit facilities of the federal reserve system as to accommodate commerce and 
business, it is its duty to inquire into them and to take such measures as may be 
deemed suitable and effective in the circumstances to correct them; which, in the 
immediate situation, means to restrain the use, either directly or indirectly, of 
federal reserve credit facilities in aid of the growth of speculative credit. 


This interpretation was the basis of what soon came to be known as the 
policy of “direct pressure.” It was, in brief, a method of exercising restraint 
upon the speculative credit expansion then in process by restricting the bor- 
rowings from the federal reserve banks by those member banks which were 
increasingly disposed to lend funds for speculative purposes. 

It should be particularly emphasized and noted that not until the Board 
thus declared its own attitude and the position which it deemed appro- 
priate for the federal reserve system as a whole did the federal reserve banks 
come forward with proposals for discount rate action looking to restraint 
of credit. It was on February 14, twelve days after the Board’s warning 
letter, that the Federal Reserve Bank of New York submitted to the Federal 
Reserve Board its recommendation that its discount rate be raised to 6 per 
cent. This was the first proposal for an advance in discount rates to reach 
the Board after the 5 per cent rate was established in July of the preceding 


year. 
Thereupon an acute controversy extending over a period of moa de 
veloped between the federal reserve banks and the Federal Reserve Brd 
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in the matter of the determination of discount rates, but on the last occasion 
on which it had aggressively intervened (the reduction of the Chicago rate 
in 1927) the reaction, both in public and governmental circles, had been 
generally unfavorable. 

That the responsibility of the Federal Reserve Board was great, I should 
be the last to deny. But it erred chiefly in following the more customary 
course indicated by the law and by practice rather than adopting a bolder 
course which might have been possible under the law but was not clearly 
made the Board’s responsibility. 

Looking at the matter in a practical way, it will be recognized, and it 
should not be overlooked in this connection, that the unfavorable public 
reaction to the assumption by the Board in the Chicago rate controversy in 
1927 of authority to force rate action by federal reserve banks was not cal- 
culated to stimulate its sense of responsibility for appropriate and timely 
federal reserve policy. There is a great difference between the power to 
initiate action and the authority to review proposals after they have been 
made. : 

No one can tell whether the policies of the federal reserve system in 
1927 and 1928 would have been different had the Board had full respon- 
sibility for action. But it is abundantly clear that acceptance by the Board 
of aggressive easing action proposed by the New York Federal Reserve 
Bank in 1927 and of complete abandonment of restraining action in the 
second half of 1928 proves that the Board, under the established tradition, 
was first too quick to fall in with a daring and dangerous proposal and later 
too slow to assume the leadership which was needed and was lacking at a 
most critical time. It is my belief that, if the Board had had full responsibility 
in the matter, it would not have adopted so readily the easing program of 
1927 and would have acted more promptly in assuming leadership after 
July, 1928. | 

But be this as it may, as things then were in the second half of 1928 the 
Board looked to the federal reserve banks for the initiation of further 
measures of restraint and the banks, in turn, depended on the leadership of 
the Federal Reserve Bank of New York. And New York’s leadership 
proved to be unequal to the situation. 

An inquiry why federal reserve bank leadership erred during this period 
would make an illuminating and most instructive contribution to the prob- 
lem of how to secure a more continuously effective leadership and respon- 
sibility in federal reserve administration. One observation may be made and 
that is that the supercharged atmosphere of the country’s great financial 
and speculative center is not one which can be said to be conducive to sus- 
tained getachment of mind and interest or to a clear perspective with regard 
to cugfent developments and their implications when the tempo is as swift 
as Æ was in this period of optimism gone wild and cupidity gone drunk. 
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been advanced, but at 414 per cent was still below the discount rate. There 
was a heavy demand for acceptance credits at the time, and metropolitan 
banks were able to obtain reserve bank funds at rates below the discount 
rate through the creation of acceptances and their sale to the reserve banks. 
The banks, therefore, were able to expand their security loans without going 
further into debt at the reserve banks. In fact, the purchase by the reserve 
banks in the New York money market of acceptances in large volume 
enabled the member banks actually to reduce their indebtedness to the re- 
serve banks at the very period when restraint of speculation should have 
continued to be reserve bank policy (Chart 3). Brokers’ loans by both banks 
and others increased rapidly (Chart 5) and bank loans on securities to others 
than brokers also increased. Stock prices rose rapidly (Chart 6). Money 
rates on acceptances and commercial paper did not rise in this period but 
rates for “street loans” rose sharply, reflecting the intensity of the demand 
for such loans (Chart 4). 

In the face of these developments, the federal reserve system failed to 
pursue affirmatively the policy of restraint adopted in the early part of 
1928. Taking the period from mid-summer of 1928 until the early days 
of February, 1929, the policy pursued by the federal reserve system may 
be characterized in the light of all that is known now, and much of which 
was visibly in process then, as a policy lacking in strong conviction with re- 
gard to current developments profoundly affecting the federal reserve sys- 
tem, the banking system, and the economic and financial condition of the 
country. 

In attempting to locate and assess responsibility for the delay and inac- 
tivity of the federal reserve system during the second half of the year 1928, 
the incontrovertible fact is that during this period as well as during the 
preceding year the leadership of the federal reserve system rested with the 
Federal Reserve Bank of New York. There is no attempt here to deny the 
responsibility of the Federal Reserve Board, without whose sanction no steps 
could be undertaken. But the responsibility of the Board was secondary. 
Its mistake was in waiting too long before assuming active leadership in 
firm intervention in the situation. A partial explanation for the hesitancy on 
the part of the Board at this time, in the absence of proposals for action from 
the reserve banks, may be found in the Federal Reserve act itself and in the 
tradition that had grown up in the system. This tradition was that initiative 
in credit policy should originate with the federal reserve banks, and that 
the Board’s function ordinarily should be to aE: or disapprove pro- 
posals brought forward by the banks. 

In the critical situation which developed in the R half of the year 
1928 the Board followed the course of waiting for proposals by the reserve 
banks to be submitted to it for review. No such proposals were mað. It is 
true that on some occasions the Board had assumed a more positive atttyde 
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by the reserve banks and further loss of gold, amounting to $250,000,000, 
forced member banks to borrow at the reserve banks. Bills discounted rose 
to over $1,000,000,000 for the first time since 1921 (Chart 3). Calf loan 
rates rose to over 6 per cent by the middle of the year. The increase in brok- 
ers’ loans by banks was definitely checked (Chart 5). Those by New York 
City banks for their own account declined considerably. Brokers’ loans by 
non-banking lenders, however, attracted by high rates, increased more rap- 
idly than before. The rise in stock prices was interrupted early in the year 
and again in mid-summer, but these were but brief interruptions (Chart 6). 
Thereafter evidence was accumulating that the speculative boom had be- 
come so intrenched and was exercising such a pull that an increase in the 
cost of bank funds appeared to be no longer sufficient to check it and more 
extraordinary forms of control had to be considered. 

Under conditions existing in previous stock market booms the measures 
adopted by the reserve system might have been sufficient to check the specu- 
lative expansion, but this was a new situation. In the first place, the aston- 
ishing increase in the earnings of large corporations and the extremely low 
rates of interest at which money could be borrowed appeared to supply a 
basis for the high prices that were being paid for stocks of companies 
whose earnings were rising and whose dividend disbursements, not only 
through extra dividends but through regular dividends, were far above the 
going price of money. To put the matter bluntly, the market was actively 
engaged in recapitalizing the values of securities on the basis of exceptional 
earnings and artificially low interest rates for money. Second, the fact that 
banks could in an emergency rediscount, as was not the case in stock market 
booms of the pre-federal reserve period, inclined the banks to feel that they 
could expand in the assurance that in case of need they could turn to the 
reserve banks for assistance; and third, the supply of non-banking funds 
available for “street loans” was larger than on any previous occasion. Con- 

sequently, whereas in earlier periods call money rates in a crisis rose to 20, 
40, and even 100 per cent, in the first half of 1928 the rate did not rise 
above 8 per cent. Higher levels were reached later, but never over 20 per 
cent, and that for only a few hours. 


Passive Policy in the Last Half of 1928 


No further measures of restraint were adopted by the federal reserve sys- 
tem in the latter half of 1928. This was due in part to the expectation, based 
on previous experience, that the seasonal demands for funds in themselves 
would act as a tightening and restraining influence. There was also some fear 
that with money rates at the prevailing high levels crop-moving and other 
busingss activities might be severely handicapped. 

ese expectations were not realized owing to developments in the ac- 
c@tance market. The reserve bank buying rate for bankers’ acceptances had 
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varying amounts up to as much as $200,000,000, with an average during 
the period of about $70,000,000, thus neutralizing to that extent the policy 
of the reserve banks. 

Total loans and investments of member banks during the second half 
of the year 1927 showed a pronounced upward movement. There was an 
active demand for funds in security markets, both in connection with specu- 
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lative trading and with the issuance of new securities. There being an 
abundance of loanable funds, with no considerable demand for loans from 
business, the funds held by the banks went into investments and loans on 
securities. Bank loans to security brokers in New York increased during 
1927 by about $600,000,000 (Chart 5). 


Restrictive Policy in First Half of 1928 


In the first half of 1928 the reserve system took successive measures to 
check the further expansion of bank credit. Approximately $400,000,000 
of United States government securities were sold from the system’s hold- 
ings. Discount rates were raised from 314 per cent to 4 per cent byll federal 
reserve banks between January 25 and March 1, to 414 per cenNbetween 
April 20 and June 7, and to 5 per cent by 8 banks in July. Sales of seqyrities 

`% 


1935 | Federal Reserve Policies: 1927-1929 449 


The Federal Reserve Bank of Kansas City reduced its rate from 4 to 344 
per cent on July 29; other federal reserve banks reduced their rates in quick 
succession, St. Louis on August 4; Boston and New York on August 5; 
Cleveland on August 6; Dallas on August 12; Atlanta on August 13; and 
Richmond on August 16. The directors of the Chicago bank, the second 
largest bank in the system, delayed action until the Federal Reserve Board 
reduced its rate on September 7, in accordance with the system policy. 
Thereafter, the Federal Reserve Bank of Philadelphia reduced its rate on 
September 8; San Francisco on September 10; and Minneapolis on Septem- 
ber 13. 

The reductions in discount rates, except in the case of Chicago were 
authorized by the boards of directors of the respective federal reserve banks 
and approved by the Federal Reserve Board. The action of the Board in 
reducing the rate at Chicago was taken after funds began to move away 
from districts in which rates had been lowered, a development which ap- 
peared to jeopardize the achievement of the general objective of the system's 
policy, a necessary part of which was the maintenance of easy conditions in 
the New York money market. 


(5) What further results ensued? 


Effects of cheap and abundant credit during the autumn of 1927 were 
not limited to stimulating business and production and to sustaining the 
price level and the European exchanges. Cheap credit gave a further great 
and dangerous impetus to an already overexpanded credit situation, notably 
to the volume of credit used on the stock exchanges (Chart 5), and to a 
further rapid upward flight of security prices (Chart 6). In consequence, the 
federal reserve system was confronted toward the end of the year 1927 with 
the problem of getting control of the fund of credit which it had been in- 
strumental in placing in the market and keeping it within the bounds of 
safety lest an uncontrollable and disastrous speculative situation should 
develop. In consonance with this attitude the federal reserve system aban- 
doned the policy it had been pursuing of offsetting exports of gold by the 
restoration of a similar volume of credit to the money market through the 
purchase of United States government securities, and allowed exportations 
of gold to exert their tightening effect on the money market. The effect, 
however, in the situation then existing was not very considerable. The stock 
market expansion had acquired too much momentum. It was evident that 
its pull was too strong to be counteracted by gold withdrawals. 

An added factor of adverse character arose out of the exigencies in con- 
nection with the conversion of the Second Liberty Loan. The Treasury 
found that actual cash outgo for redemptions in connection with its re- 
financing program outran its current cash intake and was, therefore, carried 
by the federal reserve banks for a period of about a month on overdraft in 
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The general policy adopted at the time, therefore, was a system policy, 
conceived and initiated by the governor of the New York Reserve Bank, 
but approved at a meeting in July participated in by the Open Market Com- 
mittee, which consisted of five reserve bank governors, by members of the 
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Federal Reserve Board, and by two governors and one chairman of mid- 
western reserve banks. It was not, as might be inferred from the Times 
editorial, a policy either developed or imposed by the Board on the reserve 
banks against their will. It was distinctly a reserve bank policy. ` 
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was arrested toward the end of the year 1927. The production curve turned 
sharply upward and, except for a halt of short duration in the spring of 
1928, maintained a steady ascent until the summer of 1929 (Chart 1). 
‘Prices of farm and related products showed a marked rise in the latter part of 
1927 and in 1928 the general level of wholesale prices was characterized 
by relative stability (Chart 2). The European currencies, notably sterling, 
strengthened and, in general, tension in the European financial situation was 
considerably relieved. 

So far, then, as the policy of mid-summer 1927 was instrumental in re- 
sisting the forces of business depression, stimulating production, giving 
stability to the price level, and strengthening foreign currencies, it must 
be pronounced to have been successful. Were this all that there was to the 
episode, it might be regarded, as many felt disposed to regard it at the time, 
as a brilliant exploit in central bank policy and as a demonstration of the 
reasonableness of the belief, which existed in the minds of many economists 
and others at the time, that through well conceived and well timed monetary 
policy the terrors of the business cycle could be largely if not wholly removed 
and price stability and economic prosperity be insured under the operation 
of the federal reserve system. It will not be forgotten that by many the 
opening of the year 1928 was heralded as the beginning in these respects, as 
well as in many others, of a “new era.” 

Unfortunately the 1927 policy of the federal reserve had other effects 
- beside those which were sought and intended. In the light of the longer 
perspective in which we can now view these other and further effects they 
stand out as the larger and more serious consequences of the policy then 
initiated and pursued. But before leaving the year 1927 there is a further 
question with reference to it which remains to be considered. 

(4) Who proposed the policy pursued? 

The policy above outlined was originated by the New York Federal 
Reserve Bank, or more particularly by its distinguished governor, the late 
Benjamin Strong. Brilliant of mind, engaging of personality, fertile of re- 
source, strong of will, ambitious of spirit, he had extraordinary skill in im- 
pressing his views and purposes on his associates in the federal reserve sys- 
tem. His ideas began to develop in the spring of 1927, but his program was 
not shaped until after conferences with representatives of the three great 
European central banks, who visited the United States in the summer of 
that year. This program was then presented to the federal reserve system 
in informal conferences with federal reserve bank governors, proposed to 
the Federal Reserve Board and approved by it, and participated in by the 
federal reserve banks with dissent on the part of only one. The Federal 
Reserve Bank of Chicago was reluctant to fall in line with the reductions 
of discount rates that were being made at the other reserve banks, and its 
rate was finally reduced by the Federal Reserve Board. 

Kd 
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recessionary forces which were in evidence. To this end there was developed 
and adopted a policy of easing both the domestic and the international 
financial situation by purchasing securities in the open market and by reduc- 
ing discount rates, thus cheapening the cost of credit to borrowing member 
banks. 


To relate the sequence of these open-market operations and discount 
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rate changes, without going into too much detail, the following summary 
will suffice: 

The policy began in May, 1927, with purchases of United States govern- 
ment securities by federal reserve banks, which carried their holdings from 
$300,000,000 in May to $600,000,000 in December. As a result of these op- 
erations member banks were able to meet gold withdrawals of $200,000,000 
and to increase their reserve balances by over $100,000,000 without be- 
ing under the necessity of increasing their borrowings from the reserve 
banks (Chart 3). Discount rates at all the reserve banks were reduced from 
4 to 3¥4 per cent during the third quarter of the year. 

Money rates in the open market soon declined (Chart 4), sterling ex- 
change advanced, and in time there was a considerable outflow of gold 
from the United States to other countries. ° 

(3) Was the policy successful in achieving its objectives? 

It was. The tide of business recession or depression, whichever it m 
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the lowest level in five years. There was apprehension that this downturn 
in business might foreshadow the coming of a depression. A marked decline 
in production and employment in the durable goods industries did, in fact, 
develop in the last half of the year. : 

In addition to disquieting domestic factors in the economic situation in 
1927, the European monetary and financial situation, particularly as it 
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might affect the United States, was far from satisfactory. European cur- 
rencies, and particularly sterling, were showing weakness. It was feared that 
this would interfere with sales of our agricultural products in the autumn 
months. Considerable concern was also felt regarding the position of the 
gold standard in those European countries which had already restored it 
and also regarding the prospects of its early and successful restoration in 
others which had the matter under consideration. 


(2) What were the objectives of the policy then developed? 


It may be said that the objective of federal reserve policy in 1927 was 
to st in motion such forces as the system could command to counteract the 


444 A. C. Miller [September 


responsibility for errors charged to the federal reserve system in the critical 
period 1927 to 1929. 

It is because of the bearing that a truer and fuller understanding of the 
manner in which the federal reserve banks and the Federal Reserve Board 
have discharged their respective responsibilities has upon pending banking 
legislation that a clearing up of these misapprehensions takes on urgency 
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at this time. And it is because of this that I here propose to recite as briefly 
as I can the facts which are essential to an understanding of the course of 
federal reserve policy during the period 1927 to 1929. I shall endeavor to do 
this in a way that will make it easy to distinguish statements of fact from any 
comment I may offer on the facts. 

To facilitate brevity of exposition and to focus attention more quickly 
upon the material points I shall state and answer a series of questions. 

(1) What was there in the economic and financial situation in 1927 
that caused the adoption by the federal reserve system of an easy money 
policy during that year? 

The record shows that in the summer of 1927 there appeared a downward 
tendency in industrial production (Chart 1) and that commodity prices 
(Chart 2), which had been declining since the autumn of 1925, weet 
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(2) That the federal reserve banks took no action to check the growing tide 
of speculation between July 13, 1928, and February 14, 1929; and 

(3) That the first formal proposal for an increase in the discount rate from 
5 to 6 per cent came to the Board on February 14, 1929, after the Federal Reserve 
Board had sent to all fedetal reserve banks under date of February 2, 1929, 
and had made public on February 7, 1929, a statement which undertook to curb 
speculative excesses by a method which has come to be known as “direct action.” 


Let it be admitted at the outset that as a straight proposition of law, so 
far as concerns the Federal Reserve Board, it must share the responsibility 
for any action taken by a féderal reserve bank, whether mistake or other- 
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wise, with respect to discount rates and open-market policies. Under the 
terms of the Federal Reserve act, no change in discount rates proposed by 
the federal reserve banks. and no open-market policy proposed by the 
Federal Open Market Committee can be put into effect until it has been ap- 
proved by the Federal Reserve Board; but it is clear that action originates 
with the federal reserve banks. The responsibility for initiative vests in 
them. {he primary responsibility is, therefore, theirs; the secondary and 
ultimate responsibility is the Board's. This must be borne in mind in any 
Fai to locate in any other than a formal and legal sense the actual 


RESPONSIBILITY FOR FEDERAL RESERVE POLICIES: 1927-1929 


It has been stated that mistakes committed by the federal reserve system from 1927 to 
1929 were due to the Federal Reserve Board. The 1927 easy: money policy was initiated 
by the New York reserve bank to encourage domestic business and strengthen European 
exchanges. The policy was successful in achieving these objectives, but it gave a dangerous 
impetus to stock market speculation. In the first half of 1928 the reserve banks took 
vigorous action to restrain speculation with some success, but in the last half of the year 
they relaxed their efforts and bought a large amount of acceptances. Early in 1929 the 
Reserve Board took the lead and recommended “direct action” to restrict speculative loans. 
The reserve banks then recommended rate increases. Differences were not as to aims but 
as to methods. The lesson from this experience is that authority and responsibility for na- 
tional credit policies should be concentrated in a single, independent, disinterested public 
body having a national viewpoint. 

The recent amendments to the Federal Reserve act gave rise before 
their final enactment by Congress to pronounced differences of opinion 
among observers of federal reserve policy and also among spokesmen of 
various schools of banking and financial thought. More particularly, there 
was an acute controversy with regard to the location of the responsibility for 
the exercise of the open-market authority in the federal reserve system. 

These discussions have sharpened interest in federal reserve history, and 
especially in those episodes that throw light upon the wisdom with which 
the system’s open-market powers have been exercised in the past. The 
greatest interest, as might naturally be expected, has been shown in the epi- 
sode covering the period 1927-1929. Many commentators, reviewing the 
policies of the federal reserve system during this period, have passed a 
severe judgment upon them. 

Not all these commentators, however, have confined themselves to 
criticism of federal reserve policies. Some of them have undertaken in 
addition to fix the responsibility for what has been variously characterized 
as the “misdirected management” and the “unfortunate mistakes’’* of the 
system during the period 1927-1929. Their tendency, in the main, has been 
to ascribe the errors of judgment and faults of policy during that period 
to the Federal Reserve Board; and the view has been frequently expressed 
that, as between the federal reserve banks and the Federal Reserve Board, 
the banks were right and the Board was wrong. 

This view, as I shall undertake to show, is based upon partial and mis- 
leading information. The critics who condemn the Federal Reserve Board 
and exculpate the federal reserve banks do so either through lack of 
knowledge or in disregard of the following pertinent facts: : 


(1) That the Board’s action in reducing the discount rate of the Federal 
Reserve Bank of Chicago in 1927 was in pursuance of a system policy initiated by 
the Federal Reserve Bank of New York and concurred in by all but one of the 
federal reserve banks; 


8 
*See, for example, page 52, The Great Depression, by Professor Lionel Robbins of 

the University of London, and editorial, “Testimony on the Banking Bill” in the New 

York Times of June 2, 1935. XN 
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legislation brought to a close a 40-year period in which the United States 
had produced more than half the world’s copper, and had been the lead- 
ing exporting nation as well. Its probable effect upon the future of Ameri- 
can copper production and trade is beyond the scope of this paper. 
ROBERT B. PETTENGILL 


Stanford University 


* Note on events from June, 1932, to July, 1935: The importation of copper for 
smelting and refining did not cease. Nor did the domestic price rise above the foreign 
price until two years later, when a copper code was introduced under the N.LR.A. 
Even then the domestic price did not rise high enough (maximum nine cents in 1934) to 
bring prosperity to the American copper industry. The restricted market forced producers 
to operate far below capacity and very few were able to show a profit on mining 
operations. There was a surplus of copper exports over imports in 1933 and 1934, but 
this represented largely sales out of accumulated stocks, and was not the result of willful 
production for dumping abroad. Finally, in March, 1935, the leading copper producers 
of the world came to an understanding on the control of production and marketing. 
The new agreement is supposed to run for three years and takes the place of Gopper Ex- 
porters, Inc., which dissolved in 1932 following the excise tax legislation of the United 
States. Foreign prices rose for two months until the U. S. Supreme Court invalidated NRA 
codes. This cast doubt upon production limitation by American companies and most of 
the price gain abroad was lost. The domestic price, however, was held constant throughout 
June. 
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as large as unrefined metal and exceeded imports of copper in furnace 
materials. 

Some of the cathodes sent to this country were used by Anaconda’s 
subsidiaries.” Others were melted and cast into more marketable shapes 
before being offered to domestic or foreign buyers. During the twenties 
an incteasing tonnage of this metal was shipped direct from Chile to 
Europe. This caused a decline in our imports of refined copper after 1926, 
and obscured the effects of the completion of leaching plants by Braden 
and Andes, two other Chilean producers, in 1927 and 1928. Very obvious, 
however, were the receipts of copper in 1931 and 1932 from Canadian 
refineries built in direct competition with our own. They were nearly 
as large as shipments from Chile and were an important cause of the 
clamor in this country for a protective tariff. 

These imports of copper for processing were partly the result and partly 
the cause of New York’s becoming the greatest copper market in the 
world. During most of the period the United States was itself producing 
more copper than all the other countries combined and the addition of 
imports raised the refining business of the Middle Atlantic States to 
three-quarters of the world’s total. Large rolling mills and other copper 
manufacturing establishments centered in the lower Connecticut valley 
and adjacent metropolitan New York. In times of domestic prosperity 
most of their output was sold to American consumers; in times of depres- 
sion a larger proportion was sold abroad. Imports did not fluctuate as 
much as domestic consumption. Hence it was not surprising that when 
American exports and consumption decreased after 1929 imports decreased 
at a slower rate. This created a small excess of imports over exports (see 
Chart III) which, together with the threat of increased competition in the 
future from new foreign producers, aroused pro-tariff sentiment in this 
country. However, we were still producing more copper than we consumed 
and it was apparent that under competitive conditions a tariff would be in- 
effective.*? Nevertheless, the depressed condition of the domestic copper 
industry and the obvious excess of imports over exports furnished excel- 
lent grist for the protectionist mill. The final obstacle was overcome when 
congressional log-rolling brought support from coal, oil, and lumber 
interests, and a four cent per pound excise on imported copper was in- 
corporated in an amendment to the revenue bill of June 21, 1932. This 


“The Guggenheims were the original developers of the mine, but they sold out to 
Anaconda in 1923. 

* The surplus of domestic production over consumption went into unsold stocks along 
with the excess of imports. See the author's article, “The United States Copper In- 
dustry and the Tariff,” Quarterly Journal of Economics, vol. 46, pp. 141-157, November, 
1931. ° 
* Cf. Clinch Calkins, “Our Grab-Bag Tariff,” The Forum, vol. 88, pp. 198-205, Octo- 


ber, 1932. 
N 
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Nearly all of the refined metal produced from these blister imports 
joined the surplus from domestic mines in seeking a foreign market. In 
1896 receipts of unrefined copper were only 11 million pounds, or four 
per cent of total exports. Six years later, in 1902, they had risen to 103 mil- 
lion pounds, or 34 per cent of exports. During the next 10 years both im- 
ports and exports rose at approximately the same rate and there was little 
change in the ratio between them. After the war, however, imports con- 
tinued to expand even though, for reasons explained above, exports of 
domestic copper declined. As a result, re-exports of copper imported for re- 
fining reached 40 per cent of our total foreign sales in 1922 and nearly 70 
per cent in 1929. 

But that is not the whole story. Exports from this country also included 
considerable amount of copper derived from other classes of imports, such 
as furnace materials and refined metal. The major rise in imports of ore and 
matte for smelting paralleled the rise in imports of blister copper for refin- 
ing. Many of the new Mexican and Canadian properties were financially 
affiliated with smelters in this country and sent furnace materials before 
their own smelting works were completed. In other cases where the distance 
was not great or where accessibility to the ocean permitted cheap transporta- 
tion, some of these foreign mines regularly sent part or all of their mines 
or mill product to this country. At times American smelters also imported 
foreign ores for fluxing purposes. Spain and other distant lands occasion- 
ally sent us copper ore because of good prices for pyrites in this country, 
or merely because ships otherwise sailing. empty chose to bring ore as 
ballast. Small mines in various parts of the Western Hemisphere often found 
it inexpedient to build smelters, but their shipments to the United States 
were never very large, except during periods of high copper prices, such as 
1929. In the case of Peru, high fuel costs were one reason for sending matte , 
to this country. In most instances, however, the expense of transporting 
bulky furnace materials from distant regions more than offset any advan- 
tages of efficiency and economy American smelters might possess. That is 
why, save for a few exceptional years, imports of ore and matte were gen- 
erally less than one-third as large as imports of blister copper for refining. 

In addition to the above described imports of copper in the form of 
refinery and furnace materials, we also imported some refined copper. Most 
of the latter came from Chuquicamata, Chile, where American capital de- 
veloped the largest known deposit of copper ore in the world. The cus- 
tomary smelting procedure proved impracticable and a leaching plant was 
installed which produced refined copper without the usual intermediate 
stages. The cathode end-products of this process began arriving in the 
New Yosk market in the early part of the World War period, and in 1916 
refined copper was made a separate import classification in our official 
i dimes From 1920 to 1926 these imports were more than one-third 
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dered by such factors as our copper price-pegging in 1929, the war debt 
question, and our Tariff act of 1930.*° 


IV 
Imports for Processing 


The drop in imports of copper following the Civil War and subsequent 
tariffs has already been noted. After our domestic production expanded to 
the export surplus point during the eighties, imports for consumption were 
obviously unnecessary. Therefore the tariff reductions of 1883 and 1890 did 
not restore the import levels of earlier years. Nor should the complete 
abolition of the copper tariff in 1894 be credited with the phenomenal rise 
in imports which began shortly thereafter.*° The real reason lay in mining 
and metallurgical developments which soon made the United States a 
' great copper importing country at the same time that it continued to have 
a large surplus of its own to sell in foreign markets. 

The first important change was the commercial introduction of electroly- 
tic refining during the early nineties, which led to the construction of the 
Montana refineries previously described. At approximately the same time, 
the Guggenheims built a refinery at Perth Amboy, New Jersey, to treat 
copper from mines owned by them in Colorado and Mexico. Other sea- 
board plants were soon erected to refine domestic and imported blister. 

Large-scale production and improvements in technique enabled Ameri- 
can refiners to underbid foreign competitors. A significant demonstration 
of this proficiency occurred in 1899 when the Mt. Lyell Copper Company 
of Tasmania began shipping metal to this country for refining. Much of 
this Australian copper came via Great Britain, formerly the smelting and 
refining center of the world. In later years mines in Spain, Japan, Serbia, 
and the Belgian Congo were also numbered among our clients. However, 
most of the copper coming to this country for refining was sent from new 
mines of the Western Hemisphere, particularly those of Mexico, Canada, 
Peru, and Chile, where propinquity and financial affiliations were important 
factors. 


» Cf. T. M. Jones, Jr., Tariff Retaliation, p. 92, Philadelphia, Univ. of Pennsylvania 
Press, 1934. 


20 COPPER [IMPORT DUTIESIN CENTS PER POUND, EXCEPT MANUFACTURES AD VALOREM 
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Tariff act Ore (fine) and brass 


1869 45% 
1883 35 
1890 45 
1894 35 
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A more significant achievement was the establishment of export quotas 
for its members and the periodic determination of the European price 
(c.i.f. Hamburg). Since the latter differed from the American price by 
a relatively fixed transportation cost differential, the new organization 
effectively circumvented anti-trust legislation in this country and domi- 
nated the American market. To assist in this program the Copper Insti- 
tute was formed in 1927 with power to collect and distribute to mem- 
bers statistics of production, sales, stocks, consumption, and the like." 
Aided by a strong demand for the red metal, the organized producers suc- 
ceeded in raising the price from less than 12¥4 cents a pound in June, 1927, 
to nearly 18 cents in February, 1929. A temporary speculative flurry then 
pushed the price above 20 cents for a few weeks, but when the reaction 
occurred in April, 1929, Copper Exporters, Inc., was able to check the 
decline and peg the European price at 18 cents. 

Success seemed to make the organization incautious; for it unwisely kept 
the price at this high figure for an entire year, even though stocks of unsold 
copper rose gradually from April to August, 1929, and very rapidly after 
the stock market crash in October. A more far-sighted policy would have 
led to a lower price in the first instance and pulling the peg earlier in the 
second. If that had been done stocks would not have mounted so rapidly, 
and it is even possible that some of the potential foreign competition 
might have been discouraged from proceding with that development which 
ultimately brought a flood of cheap copper on the market in the middle of 
the depression. 

Domestic output was curtailed sharply during 1930, but remained in 
excess of consumption. The same situation prevailed in the world at large, 
and the American leadership of Copper Exporters, Inc., did its best to 
secure output reduction agreements. New mines in Rhodesia and Canada 
together with Katanga in Belgian Congo were reluctant to curtail while the 
price was still high enough to yield them a profit. The reduction compact 
of November, 1930, proved inadequate, and further curtailments had to 
be negotiated in November, 1931, and April, 1932. The latter called for 
production at not to exceed 20 per cent of capacity. 

Meanwhile our foreign competitors furnished an increasing fraction of 
European copper imports. From 1929 to 1931 our share dropped from 
55.3 per cent to 37.5 per cent, while the Canadian share rose from 1.3 to 
3.0 per cent, and the African from 14.5 to 28.5 per cent.?* Foreign produ- 
cers were aided by slightly lower costs; by political connections with Europe; 
by the lack of responsibility for leading curtailment; by the optimism of 
new enterprises; and even by an anti-American hostility in Europe engen- 

™ Cf. “The Copper Cartel,” by Carlton P. Fuller, Harvard Business Review, $:322-328, 
April, 1928. 

™ Richard Merton, “European Metal Market Trends,” Engineering and Mining Journal, 
vol. 135, p. 251, June, 1934, 
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or merely sold, they tended to divert that business to American concerns, 
This was an important reason for the large volume of imports of copper into 
this country which will be discussed below. Third, when concerted action by 
copper producers throughout the world seemed advisable during the post- 
war decade, American capital had a stronger voice than if it had been speak- 
ing for domestic mines alone. 
A survey of the period between the war and the depression of the thirties 
would not be complete without the mention of the Copper Export Associa- 


TABLE II 
APPROXIMATE PRODUCTION oF UNITED STATES AND COMPETING REGIONS! 
In 1,000 short tons 


South Ameri- 

can mines un- 

der American 
control 


40 
140 
235 
360 
130 





1! From American Bureau of Metal Statistics, Yearbooks, except that output of Ameri- 
can controlled mines in South America is partly estimated. 
tion, Copper Exporters, Inc., and the Copper Institute, even though none 
of these bodies had a very great influence upon the the volume of American 
copper exports during the period. The first organization was formed in 1920 
under the Webb-Pomerene act primarily to secure the orderly liquidation 
of abnormally large stocks of copper held by the government and by the 
refiners at the close of the war. It was perhaps instrumental in causing 
a more rapid rise in domestic production after the 1921 depression than 
would otherwise have occurred, but it probably did not stimulate exports 
to any appreciable degree. 

It was followed in 1926 by Copper Exporters, Inc., also organized by 
American companies under the Webb act, but with an affiliated foreign 
membership which included most of the leading producers of the world. Its 
immediate purpose was to destroy the speculative influence on copper prices 
exerted by the London Metal Exchange. Sales to British dealers were re- 
stricted until their surplus stocks were wiped out and speculative activities 
thereby rendered impossible. This undertaking does not seem to have lessen- 
ed our exports to the United Kingdom appreciably, although there is no way 
of judging how much larger they would have been if restriction had not 
occurrede 


"Most of the mines in Mexico and some of those in Canada were likewise under 
American control, 
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even during the nadir of the depression in 1921. In the following year 
domestic demand recovered so rapidly that it actually exceeded domestic 
output for the year, thus creating the first production deficit in forty years. 
It must be understood that this was a chance happening of the recovery 
period, and was not due to any inability of American mines to satisfy domes- 
tic demand at going prices. Nevertheless, post-war prices were generally 
below the pre-war average, and domestic producers did not maintain nearly 
as great a margin above consumption as they had done before the war. Thus 
from 1907 to 1913 the export surplus averaged 425 million pounds annual- 
ly, but from 1923 to 1929 it averaged only 250 million pounds. 

This decreased volume of exports resulted from the inability of American 
producers to supply both the increased domestic demand and the foreign 
market at the relatively low price levels forced by increased competition 
from low-cost producers abroad. From 1925 to 1929 we consumed from 100 
to 150 per cent more copper than before the war, while the rest of the world 
used about 40 per cent more. Improved mining and metallurgical methods 
lowered costs and enabled domestic producers to make reasonable profits, 
but rather than exploit inferior and less accessible ores they allowed the 
foreign market to be supplied in increasing amounts by low-cost producers 
in other countries.** That is why domestic production never exceeded the 
war-time levels of 1916-1918 until 1929 when prices became abnormally 
high. 

Our major foreign competitors were located in Peru, Chile, Belgian 
Congo, and Canada. Cerro de Pasco in Peru, Braden in Chile, and Katanga 
in Belgian Congo began producing before 1914 but none reached its full 
stride till after the war. Chile Copper (Chuquicamata) commenced pro- 
duction in 1915. Established Canadian producers expanded their output 
after the war, but the most important new mines did not market much copper 
until 1928, and more especially 1931. In short, the important increase in 
production outside the United States before 1928 occurred chiefly in Ameri- 
can controlled mines in South America, and in Katanga. The following 
table (p. 435) shows the competitive situation in representative years from 
1912 to 1932. 

The ownership of Chilean and Peruvian mines by American capital was 
particularly significant for several reasons. In the first place the American 
owners also controlled big domestic producers and when they elected to 
expand their foreign properties more than those at home it was because of 
the greater profits to be derived from the former. Second, when these for- 
eign mines had copper to be smelted, refined, cast into merchantable shape, 


2 Very few American properties had ore as rich as that found in most of the new 
mines elsewhere. Low foreign costs were in some instances the result of finding other 
valuable metals with the copper, such as gold, silver, and nickel. The low per diem wages 
in South America and Africa were mostly offset by labor inefficiency. ~ 
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industry was disorganized by the shock of invasion. In the second year 
of the war the expansion of domestic production and consumption con- 
tinued. Exports also rose, because of the increased demand for copper by 
manufacturers of war supplies in the Allied countries, particularly France. 
In 1917 foreign demand was still further increased by war loans from the 
United States government, which facilitated Allied buying in this country 
and caused exports of crude copper to rise even higher than they had been 
before the war, when Germany had purchased more than half our surplus 
copper. 

High prices exerted their maximum stimulus upon the expansion of 
domestic production in 1916. Output was slightly lower during the last 
two years of the war, when profit margins were narrowed by rising labor 
and material costs on the one hand and federal price stabilization on the 
other. As a result the abnormally large exports of 1917 forced a decrease in 
domestic consumption. That is, when the Allied countries increased their 
purchases of crude copper, they also decreased their purchases of munitions. 
Less copper was made into finished products by American factories and 
statistically, therefore, domestic consumption of copper declined.” 

The decline in recorded exports of both copper and brass in the last year 
of the war was the result of two circumstances. First, our own munitions 
factories supplied the western front with finished products thus permitting 
exports of crude metal to decline. Second, the official export statistics cited 
above do not include shipments made by the United States government to 
foreign governments, nor to the American Expeditionary Force. These 
were probably of considerable magnitude, if one is to judge from War 
Department purchases and the large stocks of copper and brass held by 
the American government at the end of 1918.4 

Exports, imports, production, and consumption all dropped in 1919, 
although the mines, tied to war-time production schedules during the first 
part of the year, were not able to reduce output as rapidly as they should 
have done. As a result, there was an unhealthy accumulation of unsold stocks 
‘of new copper in addition to the factory and government supplies on hand 
at the close of hostilities. During the temporary recovery of 1920 con- | 
sumption increased considerably and exports somewhat, but production 
continued to decline, and the export surplus became smaller than at any time 
since 1892. 

After the Allied blockade lifted, Germany began importing American 
copper again. That ts why our total exports of copper rose after the war, 


3 Exports would be increased and consumption correspondingly decreased if allowance 
were made for exports of copper in brass and bronze. Such exports: were very small in 
normal tithes, but in 1916 and 1917 were more than half as large as exports of unalloyed 
copper. 

4s The latter amounted to 130 million pounds of copper and 94 million pounds (copper 


cggrent) of brass. 
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mines in the West that 30 per cent of our output was sold abroad from 1883 
to 1892. Depression then restricted copper consumption from 1893 to 1898 
and raised our export surplus® to more than 50 per cent of domestic produc- 
tion. From that time until the World War the average was about 35 per cent 
and in the following decade fell to 15 per cent and less. 

Fluctuations in the export surplus from year to year reveal an inverse 
correlation with domestic consumption.’ (See Chart HI.) If the quantity 
produced had responded to changes in business conditions as readily as the 
quantity consumed, the export surplus would have been relatively free from 
fluctuations. As a matter of fact, in the 35 years preceding the World War, 
out of six instances of district downturns in consumption (in opposition to 
the general upward trend) only three cases showed decreases in production 
in the same or the following year, and none of these decreases was relatively 
or absolutely as large as the decline in consumption.” In addition to these 
three cases in which production continued upward in the face of diminishing 
consumption an inverse correlation also occurred in two of the other years, 
though it was of the opposite type, ż.e., there was a decline in production in 
the face of rising consumption,” 

This lack of similarity between the fluctuations of production and con- 
sumption was of course partly due to the nature of mining itself with its 
heavy overhead costs, long and expensive development periods before first 
commercial production, and irregular discoveries. But the presence of a 
world-wide market for copper must also be given its due. When our domes- 
tic consumption declined it was usually possible to sell more than normal 
quantities of copper abroad, and even during the depressions which affected 
Europe as well as this country, such as 1893 and 1908, exports increased. 
Only in 1903 and 1914 was there no downturn in both consumption and 
exports, and the latter year included the first months of the war in which 
the blockade prevented sales to Germany, our major customer." 

During the war the customary correlations were changed somewhat. 
Allied orders in 1915 caused a great increase in the demand for copper by 
domestic munitions makers, but the exports of copper in customary crude 
forms decreased since we could not sell to Germany at all and French 


*Export surplus: exports minus net imports, plus or minus net change in stocks. 
Net imports: foreign imports minus foreign exports (re-exports uochanged in form). 
Data include unmanufactured copper only. 

°? On the correlation between production and the price of copper see Secular and Cyclical 
Movements in the Production and Price of Copper, by Charles Louis Knight, Philadelphia, 
University of Pennsylvania Press, 1935. 

* Three conforming years: 1893, 1907, 1913. Non-conforming years: 1888, 1896, 1911. 
In addition, there were slight decreases in 1883, 1898, 1900, and 1904, none of which had 
contemporary declines in production. 

H 1886 and 1910. 

“The 1903 decline in exports came as a let-down in the 1902 dumping program of 
Amalgamated Copper. The European market was not depressed. 


` 
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some temporary importance. In 1887 a group of French capitalists under 
the leadership of M. Secretan began an attempt to corner the world copper 
market. The syndicate’s orders for American copper at abnormally high 
prices expanded our exports in 1888-89 some 90 per cent beyond those of 
1887, but with the collapse of the venture in 1889 exports fell in 1890 
to the 1887 level. Two years later leading American producers agreed 
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with European firms to reduce production and limit exports. During the 
year ending July 1, 1893, in which this agreement was in effect our copper 
exports were cut about 20 per cent. In 1901 prices were kept abnormally 
high by the monopolistic efforts of the Amalgamated Copper Company, 
and exports declined. The peg was pulled in December and a surge of 
delayed foreign orders in 1902 raised exports 75 per cent, a quantitative 
increase greater than the decrease of the preceding year. 


pornestic production expanded so rapidly after the discovery of new 
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During the early nineties the electrolytic process of refining blister copper 
was also introduced.” Montana companies soon built large refineries near 
their smelters and other plants were erected along the east coast. As a result, 
a third change in exports occurred and after 1900 most of our foreign 
sales of copper were in the form of refined metal. 
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During the years in which these mining and metallurgical changes oc- 
curred, there were also three developments in the marketing end which had 
‘Electrolytic refining is used to recover the precious metals frequently found inm blister 


copper and to remove elements such as arsenic which decrease ductility, malleability, or 
conductivity. ‘N 
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Furthermore, the tariff was directly harmful in that its three cent duty 
.on the copper content of imported ore killed the infant smelting industry 
which had sprung up at Baltimore, Boston, and New York to handle furnace 
materials from Chile, Cuba, and other foreign countries. Imports for smelt- 
ing had begun about the same time that Lake mines commenced produc- 
tion, and had increased rapidly until checked by Civil War hostilities and 
tariffs. Most of the product of these smelters was probably consumed in the 
United States although some may have been exported, particularly after 
1854.* 

From 1871 to 1873 American industry was so prosperous that large 
imports of metallic copper occurred in spite of the high duties. In other 
yeats of the decade, however, copper imports were negligible. Another 
boom occurred in 1880 and imports again rose to exceed exports for what 
proved to be the last time in nearly fifty years. 


Ill 


Domestic Production Yields an Export Surplus 
1881 to 1932 


A very rapid increase in our exports of copper occurred during the 
eighties following the development of rich copper and copper-silver ores in 
the Butte, Montana, district. Much of the high-grade surface ore was at first 
exported without any treatment in this country. Smelting plants were soon 
erected near the mines and after 1885 most of the ore was reduced to matte 
before being exported for final smelting and refining. For the next eight 
years American exports of copper matte exceeded those in any other form.” 

Furnace materials (ore and matte) were exported during this period 
chiefly because of our technological backwardness in smelting. The British 
had been the leading copper smelters of the world for nearly a century and 
their proficiency made for cheapness and higher recovery of the gold and 
silver frequently accompanying the copper. However, a simple process was 
developed during the eighties, and early in the next decade “bessemerizing”’ 
was successfully introduced at leading western smelters to reduce domestic 
matte at the point of production.* This changed the character of our copper 
exports a second time, and in 1894 blister copper supplanted matte as the 
chief export item. 

? Average imports in thousands of dollars: 1865-69, furnace materials 616, total metallic 
_ 263; 1870-74, furnace materials 86, total metallic 815. 

“Arizona also began to mine copper during this decade, but its tonnage was not at 
first very important. 

* Matte is made by smelting sulfide ores to remove the minerals from the barren rock. 
The copper content of Montana mattes was usually high, from 50 to 65 per cent, the 
remaindes being chiefly sulphur and iron. 

° The smelting of native copper ores from the Lake Superior district was not difficult 


and had been conducted in this country from the outset, There was no intermediate matte 
stage and bessemerizing was unnecessary. 
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United States Copper 
Production, Consumption, Net Imports, Exports 
1845-1880, Fiscal Years ending June 30 











i. Production Blister Copper from Domestic Ore. 
(fiscal year figures equal average calendar year 
and preteding year). 

2, Consumption( Production plus netimports minus exports) 
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chief effect of the 1869 tarif was not to protect an infant industry, but to 
enable a monopolistic association of Lake producers to dump copper abroad 
while maintaining prices in this country above the world level.? ° 


> CH. F. W. Taussig, Some Aspects of the Tariff Question, 3d ed., Harvard Univ. Press, 
1931, pp. 167-169. 
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of unmanufactured copper. From 1835 to 1839 the annual average reached 
3,930 tons, but during the next five years a prolonged business depression 
forced domestic consumption down to an average of 3,325 tons yearly. 


H 


The Transition from an Import to an Export Surplus 
1845 to 1880 


The year 1845 is usually considered the beginning of copper mining in 
this country, for it was then that the first metal from the great Lake Superior 
deposits reached the market. Production expanded rapidly but had reached 
only one-fourth of domestic consumption when, in 1885, exports of un- 
manufactured copper began. Copper mined in the Lake district was 
native metal and commanded a price premium because of its purity. Foreign 
buyers took from 30 to 80 per cent of our domestic output in the next six 
years. Meanwhile, imports continued undiminished since American manu- 
facturers found the cheaper, fire-refined metal good enough for their needs. 
(See Chart I.) 

This situation, however, was abruptly danse by two important events: 
tarif legislation and the Civil War. The Tariff act of 1861 imposed a duty 
of two cents a pound on imports of copper pigs, bars, and sheets, and must 
have been responsible for part of the 90 per cent decline of copper imports 
in 1862. However, the commencement of hostilities was also accompanied 
by a disorganization of industry and two years of very effective commerce 
raiding by Confederate privateers. While it is impossible to distinguish 
between the effect of these various obstacles to trade, we feel that the war 
was a more important factor than the tariff in causing import curtailment. 

During 1862 and 1863 imports fell faster than exports and thus created 
the first export balance. In subsequent years the trade balance alternated 
from one side to the other for more than a decade. The curtailment of 
imports forced American consumers to use domestic copper, and conse- 
quently the amount available for export decreased. In fact it was not until 
1875 that exports rose above their 1861 peak, and the lowest export level 
was reached in the prosperous years immediately preceding the panic of 
1873. 

Declining prices in the years following the Civil War provoked such a 
clamor from Michigan producers that Congress in 1869 passed a special 
bill to give them the protection they demanded. Duties were raised to five 
cents a pound on pig copper and three cents on the copper content of ore. 
From a national standpoint there seems to have been little economic justifica- 
tion for these higher rates. The leading Lake producers were making profits 
and expending output. Imports were considerably below pre-war levels. The 


* Note, for instance, the rise of copper imports in 1864 and 1865, even though addi- 
tional tariff increases were made in 1862 and 1864. 


THE UNITED STATES FOREIGN TRADE IN COPPER: 1790-1932 


During the first sixty years of its existence the United States imported most of 
the copper it consumed. In 1845 Lake Superior mines began to supply the domestic 
market, but imports did not decline until the Civil War and subsequent tariffs. Exports 
were relatively large just before the war, then declined and did not expand again 
until the Montana copper boom of the eighties. There was a fairly close inverse 
correlation between domestic copper consumption and exports, although extraneous inci- 
dents frequently obscured the connection. Exports failed to increase after the World 
War when competition from new foreign producers kept prices down. Copper tariffs 
had been removed before 1895, when imports for smelting and refining began. These 
imports rose rapidly and were responsible for an increasing fraction of our export 
business. In 1929 they exceeded exports for the first time. The import balance of 1929- 
1932 was partly responsible for the excise on imported copper which, in 1932, ended a 
38-year period of free entry for unmanufactured copper. 


I 


Before 1845 the United States foreign trade in copper consisted largely 
of imports. There was no copper mining of any significance in this country 
and the few copper exports recorded were probably small manufactures, 
Trade statistics published by the Treasury Department before 1821 were 
fragmentary. The record from 1821 to 1845 is summarized in the following 
table: ow 

TABLE I 


AVERAGE ANNUAL VALUE OF COPPER Imports AND Exports! 
In thousands of dollars 





















Imports of Imports |Imports man- 
Periods unmanufac- plates ufactures of total total 
averaged tured pigs, and . | copper and all 
bars, old sheets classes 

1821-24 44 27 
1825-29 374 67 
1830-34 551 120 
1835-39 658 79 
1840-44 448 86 





1 All statistics in this article are based upon official reports of the United States Treas- 
ury Department or the Department of Commerce, except where otherwise noted. 
4 Includes a few, small, miscellaneous items not shown. l 


High tariffs on manufactured products, together with free entry of raw ma- 
terials, explain the preponderance of copper imports in unmanufactured 
form. Chile, Peru, and the United Kingdom were the major sources of pigs 
and bars. Copper plates and sheets were imported duty-free, chiefly from 
Britain, for the use of our domestic shipbuilding industry. 

A rough estimate of the quantity of crude copper imported for domestic 
consumption may be obtained by dividing the value of net imports each year 
by the average price of copper for that period. Such calculations indicate 
for the years 1821 to 1824 an average annual importation of 980 short tons 
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alent, on an ad valorem basis, to more than 100 per cent at the time the act 
was passed. Notwithstanding this heavy duty, imports in recent years have 
' supplied almost exactly 80 per cent of the total American consumption. 

Manganese is a necessary raw material in the production of practically 
all steel. Although the quantity used per ton is not large, when spread over 
the total production——25 to 50 million tons annually—it is a factor of im- 
portance from the standpoint of total cost to the consumer. The entire labor 
force required in the operation of domestic mines producing this ore has 
not in recent years been more than 100 to 200 men. The steel industry 
which is the principal consumer of manganese has during the same period 
employed on the average about 400,000 men. A large industry therefore 
with a great labor force, and through it the general public, are thus made to 
submit to a tax in the interest of a small industry employing a mere handful 
of workers. 

The concession made in the trade agreement with Brazil—about 50 per 
cent—-still leaves manganese ore dutiable at a rate much higher than is 
ordinarily allowed on raw materials. The opposition of these ore producers 
failed to prevent reduction from the rates contained in the Tariff act of 
1930. How this reduction will affect the price of manganese in the United 
States will depend upon our commercial relations with other important 
- sources of supply like Russia and India. But it is noteworthy that, though 
the opposition of these ore producers failed to prevent the concession made 
to Brazil, it was sufficiently strong to illustrate the power that minorities 
often have in tariff and other matters of public interest. “Majority rule” 
in Congress and in other law-making bodies has frequently meant the rule 
of a majority of small and aggressive minorities. 

The attitude of the manganese ore producers is typical of the kind of 
opposition which any policy looking toward the breaking-down of present 
high tariff barriers must face. Much of the development of modern indus- 
trial technique calls for world markets. The social gains to be had from this 
development are largely dependent upon the free or relatively unhampered 
flow of commodities between nations. The small producer, often a survival 
of an earlier phase of industrial growth, whose market is local and whose 
costs are high, can enlist public sympathy and legislative support where 
the large-scale operator is viewed with hostility. While there are often rea- 
sons for considering the needs of the “little fellow,” there is an increasing 
number of instances where the interests of large-scale industry and large- 
scale operators more nearly coincide with those of the general public than 
do those of the “little fellow.” While high tariffs have at times served the 
interests of monopolistic concerns and may have contributed to their 
growtl, in the United States at the present time they are props of a vast 
number of small and often high-cost producers. 


ABRAHAM BERGLUND 
University of Virvinia 
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of Friendship, Commerce and Consular Rights between the United States 
and Germany.” In the absence of this modification the treaty would termi- 
nate October 14, 1935.78 The change sought by Germany was the elimina- 
tion of the most-favored-nation treatment accorded by each country to the 
goods originating in the other.?* In order to maintain the Berlin pact the 
Secretary of State sanctioned the readoption of'the 1925 Treaty removing 
the clauses to which Germany objected. This alteration, however, will af- 
fect a fundamental principle which the government of the United States 
has sought to carry out in the various agreements already entered into or in 
process of negotiation. 


General Considerations 


The Reciprocal Trade Agreements act with the various negotiations and 
treaties already entered into represents an effort on the part of the United 
States to emerge from a commercial stalemate brought about in large meas- 
ure by a policy of trade restriction. The Act, while far from abandoning 
the policy of protective duties, does provide a way for making an appreci- 
able reduction in the trade barriers which have been erected during the 
post-war period. The realization of the end sought, however, will depend 
upon the number and commercial status of the countries with which trade 
agreements are made. At present (May, 1935) no treaty under the Act 
has been concluded with any of the leading commercial nations of the 
world, although negotiations with such countries are in progress. If, how- 
ever, the scope of these agreements embraces a large part of the commercial 
world and includes a considerable proportion of the articles of commerce, 
the general effect with the application of the most-favored-nation treat- 
ment should be an ultimate lowering of trade barriers. In other words, the 
result would probably be somewhat similar to that produced in France be- - 
tween 1850 and 1870 by the numerous reciprocity treaties entered into 
by Louis Napoleon.*° 

A very formidable obstacle to the consummation of any general eco- 
nomic or commercial gain is that represented by small group interests. 
When the treaty of Brazil was under discussion the principal opponents to 
its conclusion were the American producers of manganese ore—much 
of the imported ore coming from Brazil. Prior to 1922 manganese ore had 
been on the free list. Under the Fordney-McCumber act it was made duti- 
able at one cent per pound of manganese content in the case of ore contain- 
ing in excess of 30 per cent metallic manganese. In the Hawley-Smoot 
Tariff act the duty was raised to one cent per pound of metal content in 
excess of 10 per cent of metallic manganese." This latter rate was equiv- 


= The treaty went into effect October 14, 1925, and was to continue far a period 
of ten years. A year’s notice was required for any desired modification of its terms. 

= Press release. Department of State, May 1, 1935. Also New York Times, May 2, 
1935. 

” Percy Ashley, Modern Tariff History (new third edition), pp. 293-306. 
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American products apply in some cases to one or the other kind of rates, 
and in other cases, to both. Among the more important commodities af- 
fected are certain leathers, sewing machines, certain fresh meats, various 
fresh, canned and dried fruits, and certain dairy products. The total export 
value of American commodities which will benefit under the terms of the 
treaty, including both reductions and “bound” duties, amounted in 1929 to 
$1,464,000 and in 1933 to $623,000.7* These amounts, however, are only 
about one-fifth to one-sixth of the American totals for exports to Haiti 
in these years. 
Negotiations with Other Powers 


In announcing the completion of the Haitian Trade Agreement the State 
Department said, ‘Negotiations, some of which are nearing completion, are 
now in progress with thirteen other countries.” The latter include Colum- 
bia, Costa Rica, Guatemala, Honduras, Nicaragua, Salvador, Sweden, Spain, 
Switzerland, The Netherlands including overseas possessions, Finland, 
Italy and Canada. On April 30, 1935, the Department of State gave public 
` notice that trade agreement negotiations were to be entered into with France 
and her colonies, dependencies and protectorates, other than Morocco. 

The efforts of the United States looking toward some revision of high 
tariffs and other restrictions on international trade have not been without 
some setbacks, Argentina had formerly been prominent in denouncing “the 
exaggeratedly high customs duties maintained by the United States.” For 
many years the Argentine government and press have criticized “the pro- 
hibitive’’ tariffs of the Northern Republic, and have pointed to them as the 
main barrier in the way of a closer and more sincere Pan-American under- 
standing. Now, however, Argentina bars all discussion of high customs 
duties from the agenda of the Pan-American Commercial Conference meet- 
ing in May in Buenos Aires.” This attitude, while directly affecting trade 
policies designed to promote closer commercial relations among the various 
nations on the American continent, has an obvious bearing upon the policy 
of the present Secretary of State in his aims looking toward a return of the 
world to relatively unhampered trade and a saner economic interdepend- 
ence. 

In addition to this attitude of opposition toward any revision of tariff 
policy is a certain amount of foreign antagonism to the policy of equality 
of treatment. As has already been pointed out, one of the cardinal prin- 
ciples governing the action of the State Department in negotiating the new 
reciprocity agreements (barring the peculiar case of Cuba) has been the 
maintenance of the most-favored-nation treatment in its unconditioned 
form. On October 13, 1934, notice was given by the German Embassy of 
the inteftion of Germany to modify Article VII of the existing “Treaty 


Ibid., pp. 2 and 6. = Sunday Star, Washington, D.C, March 31, 1935. 
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as follows: 22 duties reduced (54 if sub-items are counted); 12 duties 
“pound”; 6 liberalizations of quota; 1 quota “bound”; 1 quota and duty 
“bound”; 1 quota suppressed and license tax reduced; and 2 luxury taxes 
suppressed. Over one-third of the American exports to Belgium benefit 
by the 45 concessions enumerated.?? 

With respect to Belgian goods imported into the United States, slightly 
less than one-quarter of the total value is affected by American concessions. 
Reductions in duty are made in the case of 47 products, and these range 
from 16 to 50 per cent (weighted average on the basis of the 1933 im- 
portations about 24 per cent). A significant statement of the American 
policy in granting concessions is made in the analysis of the Department 
of Commerce of the Belgian Trade Agreement: “Of the 47 duty reductions 
granted by us to Belgium, more than one-fifth relate to products or types 
or grades of products with respect to which there is no domestic production 
or with respect to which domestic production supplies only a negligible 
part of consumption.” It is further stated that in the case of considerably 
more than half the products on which reductions are made, “imports prob- 
ably will not supply more than two or three per cent of domestic consump- 
tion, notwithstanding the lower rates of duty. In general, these are prod- 
ucts on which domestic manufacturers have outstanding advantages.” 

The treaty with Haiti was completed March 28, 1935. In it there is a 
reassertion of the general American policy “not only to promote. trade be- 
tween the United States and Haiti, but also to stimulate triangular and 
polyangular trade between the two signatory countries and other countries. 
In short, its object is trade expansion rather than trade diversion.” ™ 

As in the case of Brazil, a large part of the Haitian imports into the 
United States are admitted free—89 per cent in 1933. The principal con- 
cession to Haiti therefore consists of a guarantee of continued free entry 
for most of these products into this country during the life of the agree- 
ment. The principal imports from Haiti admitted free are logwood, cocoa 
beans, and sisal. These with coffee, bananas and ginger root are “bound” 
on the free list. Reduction in duties are made on rum, fresh pineapples 
and certain fruit pastes.” 

Haiti accords reductions of duty on American products ranging from 
one-fourth to two-thirds of the rates on a list of 13 items, and conditional 
reductions on three items. A special classification transfers seed potatoes 
from the dutiable to the free list. The Haitian tariff provides in most cases 
for specific rates of duty with alternative ad valorem rates, and assessment 
depending on which provides the greater revenue, The concessions granted 


S Thid., pp. 2 and 4. Ibi; p 7: 

a Trade Agreement Signed by the United States and Haiti, March 28, 1935. "State De- 
partment (mimeograph copy), p. 1. 

* Ibid., p. 9. 


t 
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‘The reduced sugar rate constitutes an important concession to Cuba, not- 
withstanding the present quota restriction. Less significant but substantial 
concessions are made on various other Cuban products. 

The favors granted American producers cover a variety of measures and 
products. Cuba agrees to a clarified tariff structure, to several reductions in 
internal taxes on commodities imported from the United States and to 
certain customs duties “bound” against future increases. Among articles 
exported by the United States to Cuba on which reduction in duty or other 
concessions are made are various foodstuffs, hog-lard, wheat flour, hams or 
shoulders (cured or smoked); potatoes, textiles, automobiles, industrial 
machines, radios, office machines, motion-picture sound equipment, iron 
and steel, copper, lumber, and electric-light bulbs. 

The treaty with Brazil was completed on February 2, 1935. The major 
export from that country to the United States is coffee, which constitutes 
about 85 per cent of the total coming to this country. This product with 
_ certain other Brazilian commodities, also admitted free, makes up over 90 
per cent of our imports from that South American republic. Assurances 
are given by the United States of continued duty-free admission of these 
products, and in addition substantial- reductions are made on manganese 
ore, Brazil-nuts, castor-beans, and a few other products. 

Reductions of duty in the Brazilian tariff on American products cover a 
broad range of commodities, including 67 tariff classifications. In addition, 
assurances afe given against increases of duties in the case of 39 tariff 
classifications. Reductions in duties range from 20 to 67 per cent of the 
present rates, and cover 32.5 per cent and 23.8 per cent of United States 
exports to Brazil for the years 1929 and 1934, respectively.*° 

The Belgian (Belgo-Luxemburg Economic Union) agreement was com- 
pleted on February 27, 1935. It is noteworthy as being the first concluded 
with a European industrial nation. Notwithstanding its small size, Belgium 
is a relatively important market for American exports. In an analysis of this 
trade agreement the Department of Commerce stated that “the utmost care 
was taken to seek from Belgium concessions with respect to those com- 
modities the marketing of which offers the best promise of aiding our ex- 
port industries and to meet Belgian requests for concessions as fully as 
possible without undue injury to our industries.”*4 

Duty reductions granted by Belgium to American products vary for the 
most part from 13 to 50 per cent, although on some classes of automobile 
parts they amount to 80 per cent. Summarized, the Belgian concessions are 
a small part of it went to continental producers. See Tariff Commission Report above 
E TA Agreement Series, no. 67, Schedule I, pp. 80-95. 

” Press release. Department of Commerce, Feb. 7, 1935, pp. 1 and 2. 


= Department of Commerce. An Analysis of the Trade Agreement between the United 
States and Belgium (mimeograph copy), March 1, 1935, p. 1. 
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cessions are not material. Some of the worst abuses in recent tariff legis- 
lation, both in this and other countries, have been those connected with 
efforts to establish or safeguard numerous small industries generally un- 
suited to the home environment and demanding high rates. 

The trade agreement with Cuba was completed on August 24, 1934. 
This agreement, as has already been noted, stands in a relationship by itself, 
following a policy dating from the Commercial Convention of 1902. Each 
country, in addition to pledged reductions in tariff rates applicable to cer- 
tain products of special interest to the other, grants exclusive and prefer- 
ential duties. American products entering Cuba will be accorded reductions 
varying from 20 to 60 per cent below these established for the same prod- 
ucts from third countries. In like manner the United States grants certain 
percentages of preferences to Cuban products. Hence the mutual conces- 
sions given under this agreement “are not generalized to third countries 
on the basis of most-favored-nation treatment.” +8 

The economy of Cuba is built largely upon the export of sugar and sugar 
products. According to Cuban official statistics the total exports of that 
country to the United States in 1929 were valued at $208,774,000, of 
which $137,609,000 represented sugar. In 1933 the Cuban total had 
declined to $57,112,000, of which sugar constituted $39,748,607,'" or 
approximately 70 per cent. The Hawley-Smoot Tariff of 1930 increased 
the rate of duty on Cuban raw sugar (96 degrees) from 1.76 to 2.00 cents 
per pound. This increase dealt a staggering blow to a foreign industry al- 
ready crippled by the Fordney-McCumber act of 1922, and was followed 
by drastic reductions in the importations of American products. 

Acting on the basis of data submitted by the Tariff Commission, the 
President had reduced the duty on Cuban sugar (96 degrees) from 2.00 
cents per pound to 1.50 cents. The trade agreement of August, 1934, still 
further reduced the rate to .9 cents per pound. In this connection it should 
be stated that Congress had recently enacted the Costigan-Jones sugar legis- 
lation providing for production control and the allocation of quotas among 
the various areas supplying the American market. The quota for Cuba 
was fixed at 1,902,000 short tons based upon an average for three years 
of low sales in the United States. This quota, though higher than the 
Cuban sales of 1932 and 1933 may, if continued, prove an impediment to 
any real recovery of the market lost in the United States.” 


* Press release, Department of State, August 24, 1934, p. 2. Also Reciprocity Trade 
Agreement between the United States of America and Cuba, Executive Agreement Series, 
no. 67. 

Tariff Commission, Report on Sugar, no. 73. 

* During the years 1922-26 Cuban sugar supplied about 56 per cent of the American 
need. In 1933 this percentage had fallen to less than 26 per cent. The T posses- 
sions of the United States by virtue of the protection afforded by the Tarif acts of 
1922 and 1930 absorbed the greater part of the market left by the Cuban exporters. Only 
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in the case of customs duties. Generally speaking, however, non-discrimi- 
natory treatment where quotas exist may be defined as meaning the allot- 
ment to any foreign country of a share of the total quantity of an article 
to be imported equivalent to the proportion of the total importation of 
that article which the foreign country supplied during a previous represen- 
tative period when quota restrictions did not apply. A somewhat similar 
definition is given in the case of licensed import monopolies. Where the 
restriction takes the form of exchange control, in addition to an allotment 
based upon a previous representative period, adjustment should be made 
to the natural flow of trade and not in accordance with the theory that 
the exchange granted for importations from-a particular country should 
be regulated by the amount of exchange created by exports to that country. 
The latter would force a bilateral balancing of trade between each pair 
of countries and therefore tend to prevent a natural triangular or multi- 
lateral trade movement, thus reducing the total volume of world trade. 

In adopting the policy of equality of treatment in the case of countries 
not discriminating against the commerce of the United States, there is one 
exception. On the ground of ‘the peculiar relations, historical and other, 
which have existed between this country and Cuba, preferential treatment 
is accorded. 


Trade A greem ents Completed 


Before the close of 1934 notices had been issued concerning proposed 
agreements with fifteen countries, nine of which were in Latin America. 
Other notices have followed since the beginning of the present year. By 
May reciprocal trade agreements had virtually been concluded with four 
` countries—Cuba, Brazil, Belgium (Belgo-Luxemburg Economic Union), 
and Haiti. (Since this was written the trade agreement with Sweden has 
been concluded. This treaty is characterized by features similar to those of 
the agreements discussed in the text.) The one with Brazil, at the present 
writing (May, 1935), still awaits final ratification by the Brazilian Con- 
gress. The others have already been proclaimed by the President. 

In these treaties the concessions made by the contracting parties include 
substantial reductions in tariff rates on a large proportion of the dutiable 
commodities exchanged between them, agreements in other instances not 
to raise existing import duties during the life of the treaty or place on the 
dutiable list certain goods already admitted free (“bound’’ rates), and 
relaxation of quantitative restrictions or provision against future increases 
of such restrictions. While several concessions apply to important competi- 
tive products, they are not as a rule of sufficient amount to affect materially 
industriés supplying the greater part of the domestic consumption. Most 
rate reductions affect the products of small business concerns employing 
relatively few workers. To say this, however, does not mean that the con- 
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controversies in American economics between ‘‘orthodox” and “‘institu- 
tionalist” schools. For he took a way out of the situation underlying the 
controversy which is not very widely accepted, at least in any systematic, 
methodologically self-conscious form, but which is in my opinion exceeding- 
ly fruitful. 

In this connection Pareto’s personal history is interesting. His concern 
with economic problems began from a practical, political point of view. 
He became involved as a popular writer in the protectionist controversy in 
Italy in the eighties on the free trade side. From here he turned to eco- 
nomic theory as a “pure” science, linking it up with his previous training 
in mathematics and the physical sciences. Finally to supplement his eco- 
nomic theory, in part in an attempt to understand the same concrete prob- 
lems of protectionism with which he started, he turned to the immense 
task of formulating a treatise on general sociology. 

This personal experience is formulated in the Treatise in his extremely 
interesting discussion of the relation of protection to the general cycles of 
social change with which he is there concerned.t Here he carefully dis- 
tinguishes three things: (a) the direct economic effects of a protectionist 
measure, (b) the indirect economic effects and (c) the social effects. To 
get an accurate picture of the concrete results all three must be considered 
together in close interdependence with each other. 

_ The direct economic effect is in general a “destruction of wealth.” But 
is may (not must) be counterbalanced by the indirect effects through the 
ion to other than economic elements of the social situation. This comes 
bove all through the fact that protection puts into the hands of 
ent a very far-reaching control over economic opportunity. Under 
circumstances this may be used in such a way as to favor the entrance 
opportunities of a certain type of persons, the “speculators”? who 
ould otherwise be denied the opportunity to rise to positions of influence. 
The result of this transfer of control over enterprise may, on account of 
the productiveness of this group, be an augmentation of wealth in the com- 
munity more than sufficient to counterbalance the direct economic effects. 

But under the third heading Pareto puts the question into a still wider 
perspective. The relation of protection to a process of “circulation of the 
élite” is part of the general alternation between relative predominance of 
the first two classes of “residues” in the governing classes. That is, it is 
part of the process by which men of “faith,” of strong moral character, 
who are willing and able to use force to defend their faith and their posi- 
tion, are gradually displaced by men facile in “combinations” who govern 
by “ruse” but who are in general unable to use force, of whom the “specu- 
lators” are one sub-type. This process, proceeding far SERA eventually 


1 Vol. IV, Sec. 2208ff. . 
* A technical term of Pareto’s. See Vol. IV, Sec. 2313. 
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creates an unstable situation in which the governing class can be easily 
overthrown by persons organized to employ force to attain their ends. Such 
a revolution will result in the end of the previous cycle, including that of 
increasing economic prosperity. To this result protection contributes its 
quota. It is itself in turn, of course, in part a function of the other elements. 
A certain type of governing class, in command at a certain phase of Pareto’s 
cycle, will tend to turn to protectionist policies on account of the exigencies 
of its own position—it has need of the ‘‘speculators” and protection offers 
an immensely powerful means of winning their support. 

This example may serve as an introduction to the general issue of the 
relations of economics and sociology in Pareto’s thought. What impressed . 
him were above all three facts: (1) That the teaching of “pure” economic 
theory was in general that protection would lead to a “destruction of 
wealth”—the exceptions were of quite minor importance; (2) that the 
protectionist movement had, in continental Europe, steadily gained ground 
in spite of this fact, and (3) that the immediate result had not been detri- 
mental to economic prosperity but rather the reverse. The third fact, as 
we have seen, he explained by the zzdirect economic effects of protection, 
the second by the situation of the governing classes. 

Most economists may be presumed to be familiar with Pareto’s work in 
economic theory which attained its most comprehensive formulation in 
his Manuale d’Economta Politica. In spite of its mathematical formulation, 
its general tone is “orthodox” or “neo-classical.” But from the above co 
sideration of the question of protectionism, and similar treatments of 
problems, Pareto did not conclude that the inability of economic 
alone to give a satisfactory solution of a concrete “economic’’ proble 
to explain the effects of a given protective measure) was a reason f 
carding the economic theory. He concluded rather that the economic 
was correct, but abstract, dealing with only one element of a c43» 
situation. To get a satisfactory solution of the concrete problem J if aye Q> ` 
sary to synthesize the results of economic theory with those of of, to 
dealing with the other elements in the same situation. It is thy te 
which his sociology is meant to do—to provide a theory, an 
economic, of these other elements. p a 

In this review it is possible to give only the barest sketch of the structure 
of hts general theory. Its genesis from the problem of the scope of eco- 
nomics is evident in the fact that the point of departure is from a distinc- 
tion between the “‘logical’’ and the ‘“‘non-logical” elements of action and 
the fact that only the former is positively defined, leaving the latter as a 
residual category. Logical action includes the economic element but is a 
broader category including also the technological, political and other ele- 
ments. It is defined as actions consisting of “operations logically united 


*For an explicit statement see Vol. I, Sec. 33-37. 
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-2 to their end’’* from the point of view both of the person performing them 
and of an observer having “a more extensive knowledge” of the circum- 
stances—the former being the “subjective,” the latter the “objective” as- 
pect. This is essentially the familiar postulate of “economic rationality.” 
Insofar as it departs from this standard for any reason whatever, action is 
non-logical, which Pareto explicitly states “does not necessarily mean il- 


logical.” 
Since the “logical” elements of action are in his opinion fairly ade- 
i quately analyzed by other sciences, especially economics, Pareto devotes his 


analytical attention in the treatise to the non-logical element. Here he fol- 
lows a peculiar method which has not been very generally understood. 
There are, he says, two roughly distinguishable sets of concrete data which 
may be studied——"overt acts?” (B) and the linguistic expressions or 
“theories” associated with them (C). Both may be regarded as causally 
connected with a non-observable “state of mind” (A) from which on the 
whole they result." Now the “theories” (C) may be regarded as a more ac- 
curate index of (A) than can (B), which is more influenced by the ex- 
ternal circumstances of the situation, etc. Hence he confines his analytical 
attention to (C), the “theories” associated with non-logical action. 
Insofar as action is logical it may be regarded as “resulting from a process 
~ Of reasoning.” This process of reasoning, the “theory” associated with 
logical action takes the form of a scientific theory, a “‘logico-experimental” 
ry as Pareto calls it. Non-logical action, on the other hand, proceeds 
‘a certain state of mind,” “sentiment,” etc.* While scientific theories 
ernal facts, those associated with non-logical action, which are 
current in society departing from the scientific standard, are, 
enerally puts it, “manifestations of sentiments.” 
study of these non-scientific theories, or more accurately theories 
they are non-scientific, Pareto then addresses himself by the in- 
ethod. The result of his induction is the distinction of two ele- 
hese theories, a relatively constant and a relatively variable. The 
calls “residues,” the latter “derivations.” 
he famous category of “residues” is not an “instinct” or “drive” 
ther psychological element, but the constant element in non- 
c theories. The residues are not themselves the “forces?” which de- 
; termine non-logical action but are rather “manifestations” of them in much 
i the same sense as a thermometer-reading manifests the thermal state of 
a substance. The real forces lie in the “state of miad” or more specifically 
the “sentiments.” 


* Vol. I, Sec. 150. My translation from the French. 
This scheme of analysis is given in Sec. 162. 

i "Sec. 161. 

*See Vol. II, Sec. 868. 
* Vol. II, Sec. 875. 
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The. question of the kind of doctrine Pareto.is advancing when he lays 
such great stress on the residues becomes then a matter of what is included 
in this category of “sentiments.” It will be remembered that the concept 
of non-logical action was in the first place a residual category and it follows 
that this character is shared by that of sentiment. It is not surprising, there- 
fore, that further analysis, beyond the point to which Pareto himself ex- 
plicitly carried it, reveals more than one element. In fact as ultumate non- 
logical elements in action we find two main categories emerging. One is 
the “non-rational” psychological factor of instinct or drive, the other that 
of “ultimate value-attitudes.’’® 

The latter form the source of the s/t#mate ends of action even though 
the adaptation of means to end is “logical.” ‘That is, in this case even though 
there is a logical element, the means-end relationship, there is also in con- 
crete action a non-logical element, that of ultimate ends. The residues, the ~, 
“major premises” of non-scientific theories, contain as one element these 
ultimate ends. They are not “statements of fact” but ‘manifestations of 
sentiments” because the ultimate ends of action are not determined by 
the exigencies of the conditions of action but form a separate element. 

These value-attitudes are expressed not only in the form of ultimate 
ends of “logical” means-end relationships, but constitute at least the main 
basis of another extremely important class of actions namely “ritual” ac- 
tions, both magical and religious. The discovery of the immense social im- 
portance of ritual and not its dismissal as the result of mere “ignoranggs 
and “superstition” may be regarded as one of the most important 
of Pareto’s explicit study of the ‘“‘non-logical” elements of action, 
tinct improvement on the type of economist who tends to gene 
postulate of economic rationality to cover human action as a whok 

I have dwelt at some length upon this central logical structure of 
sociological thought for two reasons—because it is one of the b 
ples available of the way a realization of the limitations of econon 
in the solution of concrete problems may lead directly from a co 
of the place of the economic element in human action to a cons 
of the other elements in relation to it. In this respect Pareto’s e 
is highly instructive. It is of the greatest interest to economists as. 
of placing their discipline in its wider perspective, and to sociologis 
the path from the economic (more broadly “rational” in Pareto’s !5 hue 30 
sense) element of action into the sociological is one of the ma} snygg, 
by which a science of sociology has been emerging in the recent devany yausI0j 
of European social thought. In that development Pareto deserves) 42 -saaw ~. 
reason alone an important place. The second reason for eee SATPRP 













theoretical analysis is that it has been very generally misinterpret( sp s»fosus 
5 e ot} OL 
My own, not Pareto’s term. opm = 
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discussion in such a way as seriously to obscure the questions here dis- 
cussed. 

This theory does not, however, remain hanging in the air, as it were. 
Pareto uses it in the latter part of the book to develop a most interesting 
theory of cycles of social change of which I have given a bare hint in the 
discussion of protection above. There is no space to go further into it here. 
It represents, however, one instance of a highly significant type of turning 
point in the interpretation of the general trend of contemporary social 
change. The slackening of economic “progress,” the resurgence of violence, 
and of nationalism and other “irrational” faiths all find a place which it 
is difficult to find for them in the theories of orthodox liberalism. In his 
interpretation of some of these concrete phenomena Pareto advances views 
which have provided the main subject matter of the popular discussion of 
his work. I do not propose to enter upon that discussion here. Suffice it to 
say that though he is doubtless open to criticism at many points, and, like 
almost all writers, probably exaggerates the importance of certain aspects, 
nevertheless his work will well repay careful consideration along with 
other interpretations. But equally his concrete theories should be inter- 
preted in the light of his general theoretical problems, which many have 
failed to do. | 

I have not discussed Pareto’s views on general scientific methodology 
because it seemed to me that other aspects were of greater interest to econ- 
omists. Pareto was himself trained in mathematics and physical science. 

-Both in economics and in sociology he always had in mind the methodology 
of the physical sciences as a model. In this respect, however, his work was 
much more sophisticated than that of the earlier “‘positivists’’ in the social 
sciences. He is far less open to the charge of importing physical science 
concepts into fields of phenomena not adapted to their use. 


On this aspect of Pareto’s work Professor Henderson's little book should 
prove an indispensable guide to the serious student. It is written by a man 
who is a careful, thorough and penetrating student of Pareto’s work and 
at the same time an eminent scholar in some of the natural sciences on the 
background of which Pareto would like to have his own work projected. 
It stands out head and shoulders above every other secondary attempt with 
which I am acquainted to interpret Pareto’s methodological position. 

For the most part I think there is to be accorded high praise and little 
criticism for Pareto’s “natural science” methodology of sociology. His scep- 
tical and sophisticated form of it divests it of most of the objectionable fea- 
tures of “positivism,” reducing it to the methodological fundamentals of 
science in general, natural or social. It need only be said, I think, that 
Pareto’s general preoccupation with the natural science model rather closes 
his mind to the importance of some methodological questions peculiar to 
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the sciences dealing with human action, notably those pertaining to the 
status of the “subjective aspect” of action and the interpretation of forms 
of “symbolic expression.” Such questions arise, however, in an acute form 
only at a relatively advanced stage in the analysis on the frontiers of Pareto’s 
own theory. This disadvantage is much more than counterbalanced by the 
clarity and cogency of Pareto’s argument on the more-general level. One 
who has gone through his work thoroughly certainly should be forever 
cured of many of the most common and—alas—still prevalent errors. 

In conclusion let me state—-Pareto’s Treatise was not written as and 
should not be taken as the bible of a new religion—for the worship of 
“science” is just as much a religion as any other. It is a scientific treatise 
written by a great scientist for scientists; it is unquestionably one of the 
few most eminent works of its kind in its time in the social sciences. Its emi- 
nence, however, does not lie so much in its final systematization of the 
pioneer work of others, but in itself being a pioneer work, pushing the 
boundaries of systematic scientific theory into regions which though by no 
means uncharted in human experience have been none the less highly in- 
adequately subjected to rigorous scientific analysis. It stands by no means 
alone in this attempt. The approximately contemporary works of Durk- 
heim and Max Weber furnish two other instances. But it ts one of the few 
most important of its kind. 

TALCOTT PARSONS 
Harvard University SOR 


Me 
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The Economic Morals of the Jesuits: An Answer to Dr. H. M. Robertson. 
By J. Broprick. (New York: Oxford Univ. Press. 1934. Pp. 158. 
$2.25.) 

This polemical little volume is concerned with the refutation of Dr. Rob- 
ertson’s “contention that it was the Jesuits rather than the Puritans who 
made nascent capitalism respectable by giving it religious encouragement.’ 
Apparently recent questioning of the moral legitimacy of laissez-faire cap- 
italism has caused a flurry among the putative fathers. In an addition to the 
literature on religion and capitalism, Dr. Robertson? imputes to Max Weber 
the attempt to maintain a causal relationship between Calvinist Puritanism 
and the “spirit” of capitalism. It is open to serious question whether such 
an interpretation of Weber's position can be defended. At any rate an 
effort is made to show that capitalism was secular in origin, and has “arisen 
rather from the material conditions of civilization than from some religious 
impulse.’’s 


* Brodrick, p. 120. 

* Aspects of the Rise of Economic Individualism: A Criticism of Max Weber and His 
School, H. M. Robertson, Cambridge University Press, 1933. 

> Ibid., p. xvi. 
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Among other points, Robertson contends that the change in economic 
morality, being a part of a general intellectual movement, was not confined 
to Calvinism, but influenced Catholic writers as well. On this score Calvinist 
and Catholic (especially Jesuit) teachings on the doctrine of the calling, 
on theological morality in economic affairs, and on usury, are compared. 
Quoting from sixteenth century sources, Robertson purports to show that 
“Scots bibliolatory’’ (sic) rather than stimulating a spirit of capitalism, 
curbed it. Having shown the capitalistic guilelessness of the Scotch Calvin- 
ists, he goes on to accuse the Jesuits of furthering the development of a 
capitalist mentality by the compromises they made with the conditions of 
economic life. In such compromises the Jesuits went farther than the 
Puritans because of their intimate connections with the laity. 

These “commonsense confessors of a workaday flock” were supposed 
to have encouraged the formation of the new economic ethics mainly by 
the use of three devices, namely, casuistry, the doctrine of probabilism, and 
that of the direction of the intention. ““The Jesuits—left the way open for 
an unrestrained individualism in economic affairs. Under pressure from 
the laity whom they had to humour, they had given their blessing to every 
operation of the commercial spirit.’’* As examples of the use made of these 
doctrines, Robertson cites the case of an innkeeper who invites a guest to 
dine on a fast day—this is moral and lawful because the primary purpose 
is to make a profit and not to incite to sin; also the case of a merchant who 
holds to the “probable” opinion that the sale price of a commodity as set 
by public authority was unjust—he could “sell with false measures in order 
to compensate himself, and swear that he had neither exceeded the rate 
nor sold with false measures.”® After analyzing the justification of usury by 
the Jesuits, Robertson maintains that “the special mission of the Jesuits 
in connection with business affairs was already becoming apparent.’’® In 
fact, “it would not be difficult to claim that the religion which favoured the 
spirit of capitalism was Jesuitry, not Calvinism.’ 

Brodrick takes issue with this contention, and accuses Robertson: (a) 
of making gratuitous generalizations concerning the economic morality of 
the Jesuits; (b) of (perhaps unintentionally in his zeal) choosing his texts 
to make a case; (c) of taking texts out of the context which modifies them 
and explains their application; (d) of using sources and authorities un- 
critically, without tracing their genealogy, nor valuing them as historical 
evidence. In two chapters entitled "The lineage of a libel,” Brodrick traces 
the origin of the sources upon which Robertson relies so heavily. La The- 
ologie Morale des Jesuites, La Morale Pratique des Jesuites, La Morale des 
Jesuites, the notorious Lettres Provinciales of Blaise Pascal, Pirot’s Apologie 


t Ibid., p. 107. " Ibid., p. 107. 
* Ibid., p. 149. Ibid., p. 164. 
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pour les Casuistes, etc., were all the results of the Jesuit-Jansenist contro- 
versy of seventeenth century France. The first of these was issued as a 
“resounding censure” of the Jesuits by the doctors of the Sorbonne in 1659 
and purported to show that the “one idea of the Jesuit moralists is to ac- 
commodate the law of God to the corruption and vicious habits of the 
century, nor are they ever reluctant to betray the truth in order to serve 
their politics,’’* 

In Chapter 4 is discussed the case of the Bishop of Angelopolis, who is 
identified as an illegitimate Spanish hidalgo suffering from a persecution 
mania. In 1639 he was appointed “to the richest bishopric in Mexico, 
Puebla de los Angeles.’’® Controversy with the Jesuits over tithes and their 
right to carry on in his diocese, led to their excommunication by him and 
a long correspondence with the Pope in which he makes many unfounded 
charges against “the moral teaching and private behaviour” of the Jesuits 
and many exaggerations concerning their wealth. This evidence appears in 
La Morale Pratique, etc., upon which Robertson relies. Chapter 5 takes up 
certain “misleading” cases used by Robertson and, by putting them back 
in their context, attempts to show that the Jesuits did not so thoroughly 
“dedicate their pieties to the new God of Big Business.” Cardinal de Lugo _ 
and his supposed approval of sweating, Tamburini and the Innkeeper, the 
Seville College Failure, Pirot and the Bankrupt, the teachings of Escobar 
are each taken up in turn. The cases are shown to be so qualified as to 
provide little moral encouragement for the type of behavior indicated by 
Robertson. Chapter 6 discusses the Five Per Cent Controversy and shows the ` 
Jesuit doctrine on interest-taking to have been the cultural consequence of 
the medieval Catholic doctrine, modified to meet new commercial condi- 
tions. It was not the unqualified thing Robertson makes it out to be. 

Robertson is also accused of misinterpreting the doctrine of “proba- 
bilism,”’ by making a rather naive use of it. This doctrine, as Brodrick main- 
tains, was used prior to the Jesuits and is still used by theologians outside 
their ranks (as is casuistry as well). Finally the parallelism set forth be- 
tween the Catholic and the Protestant notion of the “calling” is due to a 
superficial comparison of the two doctrines. George O’Brien has a good 
discussion of the difference in his Essay on the Economic and Social Effects 
of the Reformation. 

Brodrick has made a powerful case against Robertson—who has cer- 
tainly not made his point on the evidence adduced. Partly as a result of 
this; and partly on other grounds, it is doubtful if Robertson has made his 
case against Max Weber. As opposed to the danger of Weber’s construc- 
tional method, the historical method seems to have dangers of its own. 
(Robertson calls Weber’s method constructional because it “constructs ab- 


* Brodrick, p. 39. * Tbid., p. 74. 
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stract ideal types instead of accurately describing facts.” ) The notion that 
the Jesuits ‘‘are everything by turns and nothing good, traders out of their 
sphere, exploiters disguised as evangelists, time servers, and unscrupulous 
casuists”™® willing to make any compromise, must be given up. Brodrick 
himself states, however, that “the main error of the Jansenists with regard 
to the moral discipline of Christianity was to consider it as a static, immuta- 
ble thing instead of a life which develops and adapts itself to the needs 
of different epochs and civilizations.“ ... In the application of moral prin- 
ciples to the constantly changing conditions of human life, they (the Jesuits) 
allowed for the changes... . "4 
MAURICE FREEMAN 
Ohio State University 


German Monetary Theory, 1905-1933. By Howard S. Eris. Harvard 
econ. stud. 44, (Cambridge: Harvard Univ. Press. 1934. Pp. xv, 462. 
$5.00.) 


“The purposes of this book are two: to make available in summary form 
the contents of a large literature from which many students are debarred by 
the obstacle of language or time; and to present critical comparisons and 
appraisals of its outcome in the light of monetary science generally” (p. 
viii). The second purpose probably explains why Hawtrey, Keynes, Pigou, 
and Robertson receive as much attention and space as do any equal number 
of German writers. 

As one reads this book he is impressed with two things: the first very 
favorable, the second unfavorable. The favorable impression is that Ellis has 
read the German literature carefully and critically. It is apparent that he has 
spent years to do a careful piece of work. In the main his appraisals are im- 
partial (perhaps this means only that the appraisals of Ellis agree with those 
of the reviewer). 

This book is good enough to deserve some detailed criticism in which the 
reviewer differs from the author. The major portion of this review will be 
devoted to these criticisms—not with the idea of disparaging the book as a 
whole but rather to make it a little easier for others to read. Although certain 
earlier works (e.g., Wicksell’s Geldzins) are included in this volume, 1905 
is taken as the date of origin in as much as Knapp’s remarkable Staatliche 
Theorie appeared in that year. That this book is remarkable is indicated by 
some evaluations of Ellis. Knapp (together with others of the nominalist 
movement) by writing this “sterile” book (p. 38) “performed a signal 
service” (p. 105) and also began a spirited discussion which “in the aggre- 
gate yields definitely valuable results” (p. vii). “Knapp has been the victim 


“ Ibid., p. 88. u Thid., p. 66. ” Ibid., pp. 66-67. 
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of a good ie of misinterpretation. To appraise his writings it is therefore 
necessary to undertake first a painstaking 1 inquity into the real gist of his 
argument” (p. 13). When Ellis comes to examine Wicksell, however, he 
offers a “lengthy quotation to those possessing an appetite for ferreting out 
‘real’ meanings” (p. 159). He himself seems.to have lost the appetite in 
the intetvening pages. 
_ It is apparent that Ellis has spent much time to get ‘the “real gist” of 
Knapp’s Staatliche Theorie. And he has done a fine piece of work. It is un- 
fortunate that he is inconsistent in one particular. He states (p. 30): “From 
the angle of practical politics . . . it would seem that Knapp’s omission of 
scarcity is not only poor theory but also bad strategy.” On page 33, however, 
Knapp “himself maintains that limited issue is indispensable, especially 
where an overvalued money threatens to ‘pile up’ in the treasury.” Finally, 
when Ellis comes to his summary and appraisal of Knapp, he states: (p. 37): 
“But limitation of supply . . . Kaapp utterly ignores.” Although Ellis man- 
ages to bring logic out of the confusion of some writers, he has not explained 
how a person can maintain as indispensable what he utterly ignores. 

With the judgments of Ellis upon certain writers, “May future students 
of monetary problems be spared my pains in examining the writings of these 
persons (orthodox chartalists) and the Bendixen and Liefmann following”’ 
(p. 40, note), most persons who have made an examination would probably 
agree. It is, however, unfortunate that he dismisses Karl Schlesinger with: 
“The difficulties of a mathematical treatment in a foreign tongue prevent 
my utilizing (his) Theorie der Geld- und Kreditwirtschaft, which appears to ~ 
me well worth the attention of mathematical economists’ (p. 175). This 
would certainly make an anomalous footnote to Schlesinger’s preface!? 
And in view of this statement Ellis might have been more charitable to 
Phillips for his neglect of Wicksell. 

Ellis rather chides American and English economists for their neglect of 
Wicksell (p. 158). “American students of money and banking may note 
with interest that the principle commonly attributed to Phillips, the limit to 

> The book was published in 1914. Among other things which Schlesinger develops is 
the rate of exchange between two countries on paper standards. Concerning this he says 
(p. 147): If we ignore the deviations which take place within narrow limits around parity, 
the exchange rate equals the relation between the purchasing powers of the monetary units. 
Schlesinger, however, has claims to attention other than the term purchasing power parity. 

One who is ‘acquainted with recent German monetary theory would not expect a bibliog- 
raphy to mention every Flugschrift of the world’s greatest inflation, but he would expect 
that a bibliography upon this subject which is exhaustive enough to include Plato's Laws 
and Republic and Aristotle’s Ethics and Politics would also include the publications of the 
committees which examined the German banking system in 1908, 1926-1930, and 1933 
(though the reports of the last committee may not have been available in time); Plenge’s 
Von der Diskontpolitik zur Herrschaft über den Geldmarkt; Weber's Depositenbanken und 
Spekulationsbanken (both mentioned in passing in a footnote but not in the bibliography) ; 


Schlesinger’s 35-page review of Somary’s Banxkpolitik—an extensive article of value in its 
own right. 
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the credit expansion of an individual bank given in the parallel advance of 
the banking system, was unambiguously stated by Wicksell in 1898, and that 
Wicksell in turn credits Wagner with having stated the principle—at least 
as applied to the issue of bank notes. The unmerited neglect which Wicksell 
has suffered in American and English economics until recently is indicated 
by his remaining unrecognized by Phillips and others in connection with the 
credit expansion principle.” But this principle had been stated clearly by 
none less than Marshall in English ten years before the Geldzins was pub- 
lished! (Marshall before the Royal Commission on the Values of Gold and 
Silver on December 19, 1887; reprinted in O ficial Papers, p. 37.) Until an 
antiquarian traces the history of this idea we may not know its origin. ee 
while, we do know it to be old.? 

The reviewer does not wish to be misunderstood. He is not trying to give 
the origin of the idea nor to say that the neglect of Wicksell is not unmerited. 

There are certain technical errors or errors in proofreading which cause 
difficulty to the reader. On page 150-151 Ellis states: “Neisser, believing 
that velocity in the business sphere reaches a ‘technical minimum’ set by the 
rapidity of bank clearings...” No specific reference to Neisser’s works is 
given. However, there is a reference to Marschak, whose work is under sur- 
vey at the time. If one refers to Marschak’s article it appears that it is a techni- 
cal minimum of Kassenbedarf—not of their reciprocal: velocity—of which 
Neisser speaks, And indeed that is obviously what is meant. On the same 
score, later in the same paragraph (line 5, p. 151), minimum should read 


2 minimum of cash balances or maximum of velocity. Strangely enough, a fur- 


ther error on the same point occurs in footnote 3 on page 172; for, taken in 
connection with the text to which it applies, this note would tell us that 12.5 
—13.5 person turnovers per year isa higher rate than 250—290 person 

turnovers per year, 
l KARL R. BOPP 
University of Missouri 


The House of Adam Smith. By ELI GINZBERG. (New York: Columbia 
Univ. Press. 1934. Pp. vili, 265. $2.75.) 


This is an interesting and in many ways a provocative book. The Wealth 
of Nations—the bible of modern capitalism, as Mr. Ginzberg calls it—is 
taken as a text to show how the doctrines of Adam Smith, written to im- 
prove the lot of the farmers and laborers of the eighteeenth century, have 
been used to exploit the farmers and laborers of the nineteenth century; and 

` My colleague, Professor Elmer Wood, who is making an exhaustive study of the litera- 
ture of the early nineteenth century, tells me that the principle was generally understood in 
England early in the century. And, indeed, James Pennington gave a classic statement of the 
whole matter in 1829 (Paper Communicated by Mr. Pennington reprinted as Appendix I, 


pp. 117-127 in Tooke’s A Letter to Lord Grenville on tha Effects Ascribed to the Resumption 
of Cash Payments on the Value of the Currency, London, 1829). 
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to this is added Adam Smith’s experience at the hands of Herbert Hoover 
and Pope Pius. There are some eleven chapters, devoted to such subjects as 
“Merchants and knaves,”’ “Farmers and gentlemen,” ‘The laboring poor,” 
“The learned and the pious,” “A better world for all,” “False prophets,” 
“Hell called heaven,” “A dangerous oracle,” “Flesh and spirit.” 

Mr, Ginzberg approaches the subject from the point of view that Adam 
Smith’s doctrines have never been given a fair trial and that his approach 
has never been fully appreciated. Thus the book is based on a thesis—not 
only on one but several. The result is that the thought of Smith is pre- 
sented as a paradox. Now Adam Smith cannot be understood without a 
realizing sense of the varied economic development of the eighteenth cen- 
tury; this is not discussed as it should be. That Smith developed his doc- 
trine of the abolition of economic restrictions in answer to mercantilism 
goes without saying, for the idea of liberty stands out on every page; free- 
dom of trade was his answer to mercantilism. He never directly mentioned 
Steuart and other mercantilists; but when the Wealth of Nations did appear 
mercantilism in the course of his argument was simply undermined. Smith 
was not a doctrinaire in any sense of the word; he never put forth the ab- 
stractions attributed to him, He even defended the Navigation acts. 

Whether or not Karl Marx was more indebted to Smith than to Ricardo 
for his economic theory as claimed by Ginzberg is an interesting but rather 
unprofitable question. Both Smith and Ricardo posited a labor theory of 
value. Ricardo has generally been regarded as the source of many of Marx's 


theories. The use of abstract reasoning on the part of Marx may be traced __ 
bene 


to Ricardo. Numerous illustrations and the results of experience are given 
on most every page of Smith. That is one reason for the continued readable- 
ness of Smith. “Smith,” says Ginzberg, “is never doctrinaire.” On the 
other hand, neither Ricardo nor Marx can be read without effort. 

Soon after Smith’s death economics unfortunately got into politics and 
its ideas became political slogans. Laissez-faire, never advocated as an ex- 
treme doctrine by Smith, became rife. The rapid development of English in- 
dustry after Smith, brought in the manufacturer as the ruling class and les- 
sened the influence of the landed classes. The followers of Smith did not 
take such a wide view of economic development as he had and were inclined 
to put theories into the form of rigid laws. The result was “the dismal sci- 
ence” through which little could be done for the betterment of humanity. 
Smith, however, was not its father. 

In this connection the chapter on Herbert Hoover presents itself and 
affords another illustration of the influence of politics on economic think- 
ing. Whatever the shortcomings of Mr. Hoover may have been as President, 


the attributing of the source of American individualism to Adam Smith © 


seems very far-fetched. Rugged individualism was a product of American 


~ 
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conditions, such as apparently boundless resources, frontier conditions, in- 
dividual initiative, and free land; and if these conditions have passed so 
probably has rugged individualism. To this conclusion Smith would proba- 
bly agree. At any rate, politics and clear economic planning are poor team- 
mates. 

Not enough is made of the fact that the Wealth of Nations was pub- 
lished 150 years ago and that much water has gone under the bridge since 
that time. Much of the eighteenth century philosophy held by Smith has 
been discarded by succeeding generations. Natural law and natural rights no 
longer receive the credence once accorded them. The doctrine that “one 
looking after his own interests is impelled, as if by an invisible hand, to 
promote the public interest” has long been discarded. It is now seen that 
individual interest and public interest do not always harmonize, and that 
the interests of society must be looked after. Individual initiative on the 
one hand and social welfare on the other must be recognized. The defect 
of this book is that it lacks historical perspective in that it fails to recognize 
the necessity of harmonizing these two forces as far as possible. Neither 
one without the other will lead to a healthy social order. Economics when it 
is either static or doctrinaire is dead. 

GEORGE MILTON JANES 

Oberlin, Ohio 


The Nature of the Capitalist Crisis. By JOHN STRACHEY. (New York: 
Covici Friede. 1935. Pp. vi, 400. $3.00.) 


= The incoming of varieties of fascism has compelled communists to re- 
examine the foundations of their belief as set forth by Karl Marx himself. 
And, from those who, like Strachey, started off with the Fabian Socialism 
of the British Labour Party, then seceded with Sir Oswald Moseley to what 
he afterwards discovered to be a fascistic movement, then seceded again to 
communism, we should expect a study of Marxian theory derived from 
their own experience. Strachey’s book is the ablest and most understandable 
exposition of Marxian theory among those now appearing. He faces the 
charge of a communistic overthrow of existing democratic governments by 
revolutionary violence with the alternative charge that the fascistic theory 
leads also to an overthrow of democratic government by revolutionary 
violence. In Marx’s terminology it is the ultimate choice between “bar- 
barism” and “communism.” His is not a book of practical advice for plan- 
ning by communist executives, but solely a book of theoretical and propa- 
gandist analysis. 

The Marxian theory, like all theories, Strachey contends, is not set up 
to explain actual behavior but to enable us to peer under what we see and 
to discover the inherent tendencies, the sub-structure which inevitably leads 
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to the crisis of capitalism. He does this by repeatedly demonstrating that 
Marx was dealing, not with individual capitalists in their competitive strug- 
gles, but with “capitalist production as a whole.” Individuals disappear, 
because the system as a whole has an inherent tendency to push on to the 
inevitable end which he finds to be fascism or communism. 

On this ground he answers all the critics of Marx, especially Bohm- 
Bawerk, who, he thinks, is the last and most capable of the critics. They 
could never understand Marx because they could not rid themselves of 
their individualistic and, merely superficial approach. They could not see 
the system as a whole. They saw it only as the visible parts, whereas be- 
neath the visible parts is the Marxian analysis of the whole system, re- 
gardless of individual capitalists, individual laborers, farmers and others. 
His is far from being a “‘behavioristic” theory—it is a theory of society as 
a whole with its inevitable tendencies. 

He divides the present-day schools of capitalistic theorists, regarding the 
capitalist crisis and trade cycles, into two schools, those who claim that 
there is not enough money, including Douglas, Hobson, Fisher, Cassel and 
Keynes, and those who claim that there is too much money, like Hayek 
and his following. Hayek’s theory is the only one that makes sense, but 
all of them fall into the dilemma of “profits or plenty,” which are in- 
compatible, and are identical with the alternatives fascism or communism. 

On this ground he criticizes his former colleagues of the British Labour 
Party. They do not see this inevitability of the struggle between fascism 
and communism. The reason is that British capitalism exploits, by unre- 


sisted violence, millions of laborers and peasants in India, Africa and other 


dependencies, and the surplus value which it obtains elsewhere is used to 
pacify the laborers at home. They should immediately turn to communism 
as their only preparation and defense when once this foreign exploitation 
is exhausted. | 

There is casual reference to the American New Deal which suffers by 
its commitment to the profit system. On the whole the book gives a valua- 
ble and illuminating treatment of the theories of Karl Marx in contrast 
to the other theories of recovery from depression. | 

JOHN R. COMMONS 
University of Wisconsin 


NEW BOOKS 


CARVER, T. N. The essential factors of social evolution. Harvard sociological 
stud., 1. (Cambridge: Harvard Univ. Press. 1935. Pp. xi, 564. $5.) 

Carver begins with the declaration that scarcity and self interest are the 
ultimate basis of human conflict and misery, and concludes with his program 
for the abolition of poverty by calling to the colors of civilization the best 
talent from the academic and professional pursuits to the work battalions of’ 
industry, management and invention to increase the productivity of manual 
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labor. To quote from his final pages, “The world over, wherever these (man- 
agement) are scarce or of low quality, manual laborers are poorly paid for the 
sufficient reason that the product per worker is small. The world over, wherever 
managers, investors, inventors, and technicians are numerous and of high 
uality, wages are high. There is no exception to this rule.” Carver would at 
the same time restrict immigration and thus stop importing poverty. Wealth 
is but a tool in the service of society and hence must be bent to the uses of the 
eradication of poverty. He cites the disparity of earning capacity as between 
occupations aa as among individuals of the same occupation as the result of 
occupational congestion. 
Essentially this volume is a sociological work interested primarily in the 
roblem of living together in large numbers. How men came to live together 
in the first place is examined in the light of the four classical theories, familistic, 
intelligence, militaristic and economic. The rôle of conflict and the concept of 
progress, the social nature of man, human and moral adaptation, culture and 
survival, give one an idea of some of the topics included by the author in his 
discussion of the essential factors of social evolution. He definitely connects 
social with biological evolution and shows that social evolution is merely a 
continuation of the process of biological evolution through variation and 
selection. The volume is well worth the careful perusal of all those interested 
in the total field of the social sciences because of the catholicity in the selection 
of the material and the broad-gauge manner in which he develops his thesis. 
EDWIN S. BURDELL 


CORBETT, J. F. and Herscuxowrrz, M. L. Modern economics. (New York: 
Macmillan. 1935. Pp. x, 601.) 

EVANS, J. G., JR. Basic economics in a democratic society using 4 machine tech- 
nology. (Chapel Hill: Univ. of North Carolina Press. 1934. Pp. 139. $1.50.) 


Presumably this book is designed to show a reader unacquainted with eco- 
nomics the action a society must take to maximize its economic welfare. 

The first chapters, after explaining the Jaw of diminishing returns, the least- 
cost combination, and the law of comparative advantage, reach the conclusion 
that the largest output would be produced under free exchange with the number 
of firms in each industry which would allow production by every firm at the 
least-cost combination. Possibly that conclusion is easiest and best for an ele- 
mentary explanation. But, since no mention is made of the inclusion of entre- 
preneural rent in costs nor of the possibility of all firms being equally well- 
managed, it is hardly true that the society would be benefited if the more ef- 
ficient firms stopped at the point of least cost. In so short a discussion of the 
factors of production, accuracy might be sacrificed to brevity in the description 
of capital; but the sacrifice entailed in this book is questionable when capital 
is classified under cultural resources in company with the state of the arts and 
social customs. 

Of the later chapters, the two on the quantity of resources and money are 
balanced and clear. But the chapters on the pricing of resources and con- 
sumers’ goods might well be expanded at the expense of the final chapter which 
covers the background of economics, and which is so crammed with quotations 
that it lacks coherence. 

Disappointment is inevitable for one with some knowledge of economics, if 
the promise in the preface that the book will be the study of economics “from 
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- 


the point of view of the interests of a democratic society using a machine-power 
technology” is taken to foretell a novel treatment. Practically all that is said 
would, fortunately for the principles of economics, hold for a society without 
a “machine-power technology.” The idea of equality of income inherent in a 
democratic society is well treated, but is hardly a new approach. 

R. S. HowBY 


FERRARA, F. Lezioni di economia politica. Vols. I and II. (Bologna: Zanichelli, 
1935. Pp. ciii, 803; 793. L. 40, each vol.) 

GEMMILL, P. F. Fundamentals of economics: a textbook for introductory college 
courses in economic principles. Rev. ed. (New York: Harper. 1935. Pp. xiv, 
608. $3. 

ee A. Le capital et Vintérét: critiques aux théories de Marx. (Paris: 
Rieder. 1935. Pp. viii, 187. 25 fr.) 

GRAZIANI, A. Studi di critica economica, (Naples: Dante Alighieri. 1935. 
Pp. 335.) 

The bulk of theoretical argument will be found in the chapters concerned 
with consumers’ surplus, monopoly and price discrimination, capital and in- 
terest, inflation, wage theory and taxation. Most of them were written several 
years ago, but have lost nothing in freshness and significance. It should be 
added that they have been brought up to date with references to the latest 
literature, revised and re-written in several parts. : 

Professor Graziani stands, on the whole, on Austrian ground, but he ques- 
tions the usefulness of Bohm-Bawerk’s conception of an average production 
period and stresses, so far as the determination of interest rate is concerned, 
the imperfection of the’ investment market. The light which his views throw 
on some of the issues recently debated between Professor Hayek on the one 

~ side, and Professors Sraffa, Knight, etc., on the other will be apparent to the 
reader, no matter how far he finds himself in agreement with them. 7 

As to wages, in addition to criticisms to J. B. Clark’s marginal produc- 
tivity theory which are quite familiar to readers of Professor Graziani’s classic 
Istituzioni di Economia Politica, an examination will be found of important 
points connected with arbitration and “wage boards or courts, with reference ta 
the organization and problems of the Italian corporate state.” 

A number of essays deal with certain aspects of classical thought, from Adam 
Smith down to Ricardo, Malthus and J. S. Mill; one is an appreciation of Mar- 

_ shall’s Memorials, a lengthy and important paper, reprinted from a recent 
issue of the Review Economique Internationale, tests the practical bearing _ 
of economic truth; the welfare-economics line ‘of attack is praised, and Pro- 
fessor Robbins’ well known views are criticized. 

BRUNO FoA 


Gross, R. A measured economy, (Boston: Christopher Pub. House. 1935. Pp. 
63.) ; 
LEONTIEV, A. Political economy: a beginner's course. (New York: International 
Pubs. 1935. Pp. 285. $2.) 
MIYAJIMA, T. Souvenirs sur Charles Gide, 1847-1932. (Paris: Recueil Sirey. 
1934. Pp. xvi, 199.) 
Tsunao Miyajima, economist and author, who for several years studied under 
Professor Gide at the Collége de France, and was later representative of Japan 
at the International Labor Office, has written this little book as a memorial to 
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his beloved and venerated master who, though somewhat austere and unap- 
proachable, was on very friendly terms with the family Miyajima. The value 
of the book is enhanced by numerous illustrations, including photographs of 
Gide, the author, numerous relatives and friends, and three reproductions of 
landscapes reminiscent of Corot, which suggest that had Charles Gide not been 
a great economist, he might have been equally distinguished as a painter. 

This book will be welcomed by the friends and admirers of Gide in many 
lands as a worthy tribute to a great man and as giving a number of intimate 
notes about his life. Among these one might mention the fact that he was an 
avowed disciple of Fourier, J. S. Mill, and Bastiat; that he was a “passionate 
pacifist,” devoted to international solidarity; that he was an honorary member 
of many foreign societies, but not of the French Academy; that he avoided 
celebrated people like Mahatma Ghandi and their swarms of admirers; that he 
had a pias against Cassel who, he said, had boycotted all his books in the 
Swedish universities; that he was a friend of Japan, although he disagreed with 
Count Okuma as to the decadence of Europe and the destiny of the United 
States and Japan to dominate the world. In discussing this extreme view he 
said, “Your turn will come, perhaps, but meanwhile we prefer to count on you 

as friends rather than heirs,” 

While deploring crises and the consequent depressions, he said that the eco- 
nomic organism needs bleeding and purgation every ten or twelve years and 
that crises are the price of progress. He had no confidence in great public works 
as a means of reducing the effects of crises, and he condemned the forty-hour 
week as tending to increase costs of production and the number of the un- 
employed. In reply to a direct question about unemployment he said, “Yes, 
unemployment seems to me to be the result of the contradiction between falling 
prices and the price of labor which does not wish to fall.” Altogether the author 
has done good work in presenting Charles Gide as a vivid personality and an 
admirable type of economist at the same time realistic and idealistic. 

J. E. LEROSSIGNOL 


Pap, G. U. Lezioni di economia generale e corporativa. Vols. I-III. (Padua: 
Milani. 1935. Pp. 276; 340; 250. L. 32; 37; 30.) 
PROU, G. Les théories de Péguilibre économique: L. Walras et V. Pareto. (Paris: 

Loviton. 1935. Pp. 407. 60 fr.) 
PREISER, E. Gestalt und Gestaltung der Wirtschaft. (Tabingen: Mohr. 1934. 
Pp. vii, 128. RM. 6.30.) 

In contrast to the main trend of German economics, which has been con- 
cerned with problems of social policy and the development of the economic 
system in its relation to other phases of social life, notable attempts have been 
made to create new sciences, managerial economics (Betriebswirtschaftslehre) 
and private economics (Privatwirtschaftslehre) , which would be more realistic, 
exact, and free from the charge of special pleading. To avoid the reproach 
of exclusive concern with the technique of profit-making and of naive ac- 
ceptance of the status quo, some of the writers on managerial economics have 
contended that the principles derived from the study of individual enterprise 
have a more general significance and are applicable to any social order, even 
one without private capital or pecuniary calculus. 

The author's task is to examine these claims and to discuss the proper rela- 
tion of management to economic science. No one will dispute the value of 
better accounting, plant layout, etc.; but the author shows that the choice of 
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techniques is conditioned by the social order. One need mention only market- 
ing problems to show this dependence. Furthermore, the concepts of efficiency, 
economy and rationality, which it is asserted are universal in a een have 
been treated only in the framework of capitalism. Consequently, the author 
rejects the claims of managerial science to be anything more than technology, 
devising practical means for predetermined ends. He is also out of sympathy 
with the schools of thought which have denied the applicability of scientific 
method to social phenomena and so have treated economics as a study of 
welfare or interpreted it subjectively. Economics, as any other science with 
prediction value, must be based on observation and logical and mathematical 
analysis, supplemented by statistical technique. He regrets that the defenders 
of pure economic science have been too closely allied with liberalism and 
capitalism. There is no necessary connection, since an observational science 
can be built about any group of facts. And, incidentally, only such investigations 
would seem to have much chance of survival under present circumstances. 
HENRY J. BITTERMANN 


Roos, C. F. Dynamic economics: theoretical and statistical studies of demand, 
production and prices. Monog. of the Cowles Commission for Res. in Econ., 
no. 1. (Bloomington, Ind.: Principia Press. 1934. Pp. xvi, 275.) 

This book—a curious conglomeration of advanced mathematics and eco- 
nomic naiveté—is the first of what is to be a three-volume mathematical 
treatise on economics. Following a dubious critique of static equilibrium 
theory, Dr. Roos writes 250 pages of what purports to be dynamic analysis 
and which, so far as the reviewer can see, adds but little to what is already- 
known. , 

The book is really a badly organized collection of investigations which Dr. 
Roos has made in recent years, These statistical studies have considerable in- 
terest as such, but it is not to be expected that their collection constitutes a 
treatise on dynamic economics. 

H. A. FREEMAN 


Russy, G. L. Smaller profits, reduced salaries and lower wages: the condition, 
the cause, the cure, 6th ed, (New York: Schalkenbach Foundation. Pp. 64. 5c.) 

SPIRITO, U. Capitalismo e corporativismo. (Firenze: Sansoni. 1933. Pp. xx, 156. 
L. 15.) 

Both the defender of individualistic capitalism and the vituperative pro- 
ponent of radical economic reforms will be likely to find little solace in this 
volume. The author, having previously stated his basic principles of the corpo- 
tative state in Critica de PEconomi Liberale (1930) cad in Fondamenti 
dell Economia Corporativa (1932), in the present volume sets out to make 
a critical examination, largely on an empirical and philosophical basis, of 
humans under the two economic systems, capitalism (old style) and corpora- 
tivism. Basic to the entire discussion is an assumption of ultimate community 
of interests between the individual and the group. The author’s use of “‘abso- 
lute liberalism” and “absolute socialism” ifer both from the commonly 
A pe pie of collective utilitarianism and from the ideal of ultimate 
individual purposefulness. As supported by the author, the superiority of 
corporativism appears to be conditioned upon the bountifulness of national 
resources. A nation with both an abundance of resources and an advanced 
technology would long hesitate to subordinate the individual’s personal liberty 
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to the degree which appears implied in this study, although the advance of 
technology and economic specialization extends individual as well as group 
dependence and destroys the foundations upon which pure individualism 
erected its argument of personal freedom in economic action. 

F. F. BURTCHETT 


WEBER, A. Leitfaden der Volkswirtschaftspolitik, (Munich: Duncker und Hum- 
blot. 1935. Pp. viii, 206. RM. 4.20.) 


Economic History and Geography 


Problems of the New Cuba. Report of the Commission on Cuban Affairs, 
(New York: Foreign Policy Assoc. 1935. Pp. xi, 523. $3.00.) 

In response to an invitation extended in March, 1934, by President Men- 
dieta, the Foreign Policy Association selected eleven of its members to in- 
vestigate conditions in Cuba. Financed by the Rockefeller Foundation, this 
commission spent several weeks visiting the Cuban provinces. The two 
avowed objects of this inquiry were to collect “the relevant facts of Cuban 
life” and “to outline certain possible solutions for the principal economic 
and social problems of the country.” Individual members of the commission 
were made responsible for collecting and analyzing the data relating to the 
assigned topics. 

Dr. R. L. Buell, director of research of the Foreign Policy Association, 
was presumably largely responsible for the speedy collection and the general 
organization of the large amount of material assembled for this volume. 
Professor C. C. Zimmerman gathered and analyzed data on Cuban family 
life. Professor W. G. Smillie studied the health of the Cuban people. 
Professor Lester M. Wilson prepared a conspectus of the educational sys- 
tem of Cuba. Miss Helen Hall was assigned the social welfare of the 
Cubans. Mr. C. A. Thompson made an analysis of labor problems. Professor 
L. H. Jenks assembled material concerning the sugar industry. Professor 
F. D. Graham studied Cuban currency and credit. Professor F. W. Fetter 
made a survey of public finance and public debt. Dr. Ernest Gruening 
turned his attention to public utilities. Mr. M. L. Wilson investigated prob- 
lems of the soil, of agriculture, and of forestry. 

These collaborators presented interesting, if not convincing, solutions 
for Cuban difficulties. The peso should be pegged to the American dollar. 
The issue concerning loans made to the Machado government by the Chase 
National Bank should be submitted to the Hague Tribunal. An agricultural 
bank should be founded in Cuba, a tax levied on unused land, and a public 
utilities commission created. The educational system should be reformed 
and social life improved. An international sugar agreement should be 
reached, based on the American plan. The naval base at Guanatanamo 
should be relinquished by the United States; and that nation should develop 
the policy of restricting the use of its soldiers and marines in Cuba in times 
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of disorder. The commission concluded that the fundamental solution of 
Cuba’s problems lay in an improvement in public morals and the develop- 
ment of a sane public opinion. 

Although this volume does not contain a bibliography, yet it is provided 
with some footnotes which contain scanty bibliographical data. It furnishes 
an instructive picture of conditions prevailing in the distracted island. In 
some respects, however, it possesses the defects of a composite photograph, 
As is attested by specific reservations, members of the commission differed 
with regard to the conclusions to be formulated and the solutions to be pro- 
posed. Cubans may well be sceptical of certain of the remedies prescribed 
for their ills by Americans, especially as there seems to be no remedy for the 
evil of economic dependence upon the United States. ; 
W. S. ROBERTSON 
University of Illinois 


The Development of Capitalist Enterprise in India. By DANIEL H. 
BUCHANAN. (New York: Macmillan. 1934. Pp. tx, 497. $5.00.) 


The theme which Mr. Buchanan develops is the industrial evolution of 
India resulting from European conquest and the factory-machine technique 
of production. He is particularly concerned with the business organization, 
profitableness, labor conditions and productive efficiency of the plantation, 
textile, coal and ferrous industries, and with the effects of British dominance 
of governmental economic policies. 

Inspection of the table of contents might lead a reader to assume that 
Buchanan’s contribution to the economic literature of India is chiefly a con- 
solidation of material appearing in other recent publications, Such is not 
the case. His book is less extensive than Anstey’s Economic Development of 
India or Vakil, Bose and Deolalkar’s Growth of Trade and Industry in 
Modern India, since those authors treat not only the industries which 
Buchanan emphasizes, but many others also. Buchanan, however, ap- 
proaches the economic situation from a different point of view. Anstey 
is concerned with the present status of industry, and how economic develop- 
‘ment may be stimulated; Vakil, Bose and Deolalkar trace the growth of 
trade during the past two decades. Buchanan, on the other hand, is con- 
cerned with the development of industry during the past century and a half, 
with the impact of British enterprise and rule upon the country, and with 
the status of business, enterprise and labor which has resulted from that 
impact. 

an Buchanan’s discussion of labor efficiency parallels that of Das 
in Industrial Efficiency of India; and his treatment of labor conditions, 
wages and the workers’ standard of living covers the same ground as 
Panandikar’s Industrial Labour in India. But, though Buchanan describes 
the overcrowding and unsanitary living conditions, the inadequate food, and 
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the difficult working conditions as pungently and with as much moral in- 
dignation as Das and Panandikar, he is a more calm and detached observer 
and indulges less in propaganda. 

Finally, Buchanan provides more information than any of these authors 
about the production techniques used in India, and their similarities to and 
deviations from those used in other industrialized countries. His familiarity 
with conditions in Japan and in the United States provides him with many 
enlightening comparisons. He summarizes well the sharp contrast between 
the British and the Indian points of view as to the effect of British rule on 
the economic welfare of India. 

This volume will for many years be the best single source of information 
on the economic development of India. The book has, nevertheless, vital 
omissions. Particularly, the author has neglected to give adequate attention 
to the coming of electrical power, the consequent revival of cottage and 
handicraft industries, and the emergence of numerous small and medium- 
sized factories in a variety of industries. Such developments are less spec- 
tacular, as particular enterprises, than the cotton mills, jute mills and steel 
works, but they are perhaps more significant phases of economic evolution 
at the present time. 

Buchanan also confuses the effects of machine technique with those of 
capitalistic enterprise. He introduces his subject with the statement: “Dur- 
ing the past century and a half, the factory system has revolutionized the 
life of the Occident and it is now slowly but surely transforming that of 
the Orient. ... The use of mechanical power in the securing and fashioning 
of raw materials and in transporting persons and products, as well as in 
communication between distant places, is causing the old order to disinte- 
grate.... A new Orient—in fact, a new world—-is replacing the old, and 
the factory system is the skeleton upon which it ts gradually and very ir- 
regularly taking form.” Such an introduction—using almost exactly the 
same words——might be used for a study of the economic development of 
eastern Europe, with the substitution of “Soviet Union” for “Orient.” Yet 
no author would think of calling such a history, The Development of 
Capitalistic Enterprise in Sovtet Russia. 

The factory system is the skeleton of communism as well as of capitalism. 
It is the control of industrial enterprise by small groups of individuals for 
their own profit, rather than the use of mechanical power or of production 
in factories, which is responsible for most of the conditions described by 
Buchanan. The form of the new Orient, particularly the new India, is capi- 
talistic not because it uses the factory-machine technique of production but 
because it has been molded by the permeation of Western European tradi- 
tions. 

CLARK WARBURTON 

Washington, D.C. 
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The Mississippi Question, 1795-1803: A Study in Trade, Politics, and 
Diplomacy. By ARTHUR PRESTON WHITAKER. (New York: Apple- 
ton-Century, for the American Hist. Assoc. 1934. Pp. vii, 342. $3.50.) 

By a clever use of chapter titles the author has outwitted his reviewers 
and has made necessary a reading of the entire book to discover its contents, 
instead of pursuing only preface, table of contents, and conclusion, which 
has been sometimes the practice. One would have to use imagination to 
guess the substance of such divisions as ““The Spanish fringe,” “Shadows of 
France 1 and 11,” “Fin de siècle,” ““Chauvinism and incantation,” and 
“Incantation works.” Yet under these titles Professor Whitaker engages in - 
a serious discussion of one of the most important episodes in American 
history. However, he does give us a little more insight into his subject 
through such main parts as ‘Two frontiers,” “The aftermath of San Lor- 
enzo,’ “From San Lorenzo to Paris,” and “The flag follows the trade,” 
which represent the major divisions of the book. 

The narrative proceeds from a discussion of migrations of Americans 
into the Ohio Valley, to the efforts of immigrants to find outlets for their 
surplus products, to conditions in Spanish colonies bordering the United 
States on the south and west, to the results of the treaty of San Lorenzo, 
relations with the southern Indians, the opening of the Mississippi, and 
finally to the incidents leading to the retrocession of Louisiana and the 
purchase of the territory by the United States. 

Thus far, in outline at least, the subject matter is familiar to students of 
American history. But the author has enlivened his discussion with large 
quantities of new material obtained from official archives in the United 
States, France and Spain. He knows the lives of the leading characters, 
is able to discuss them in their intimate relations with other characters, and . 
is conversant with their plots and intrigues, and essays to interpret their 
motives. In some respects the volume reads more like a story than a history. 
At least there is not a dessicated page in the whole volume; yet the inviting 
manner in which the subject is presented does not diminish its scholarly 
worth. 

The purpose of the study is something more than narrative. In the words 
of Professor Whitaker it is to “show how Spain lost its hold on Louisiana 
and how the United States fell heir to the province.” Other writers have 
tried to achieve the same purpose. But Professor Whitaker has a new point 
of view—namely, that for nearly a decade before 1803 Spain made up her 
mind to part with the dominion, that she realized that the cost of administra- 
tion far exceeded the benefits, that there was no immediate prospect for. 
the colony to yield either revenue or political advantage which would war- 
rant retention, and that when the retrocession came it was a matter of good 
riddance, in whatever diplomatic language this thought may have been ex- 
pressed. 
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The evidence which the author introduces to support these contentions 
bears out the points. But here and there he seems to indulge in the historic 
license of speculation. He carefully avoids this attitude in referring to the 
reasons why Napoleon was willing to dispose of Louisiana, dismissing the 
matter with a mere paragraph. But he is not so cautious in other places. 
As for example where he maintains that “a certain mental attitude is re- 
quired before economic expansion can give rise to the desire for territorial. 
agerandizement.” He traces that mental attitude to the growing antagonism 
of the American people towards France and still more towards Spain. As 
well might one assert that a nation seeks to annex others because of 
antipathies, however engendered. At best, we can only speculate on the 
historic effects of attitudes, and let it go at that. Moreover, the reviewer 
feels that there is an element of speculation in the treatment of the motives 
of such persons as Ellicott, Godoy, and others. Nor is it easy to support 
in full the author’s final theme to the effect that the Louisiana Purchase, 
for the United States, “was only the beginning of an imperial progress to 
the Pacific Ocean.” Possibly the important words are the “United States.” 
But there had been much expansion before the new government came into 
existence, and certainly much afterwards. But that the Louistana Purchase 
was the key to all that followed may be a debatable question. One might 
take the point of view, and find something to support it, that expansion 
after 1803 was opportunistic, and that if it contained any unity it was in 
the “imperialistic spirit,” however engendered. In this respect one guess 
is as good as another. 

J, LIPPINCOTT 

Washington University 


Financial and Commercial Policy under the Cromwellian Protectorate. By 
M. P. ASHLEY. (London: Oxford Univ. Press. 1934. Pp. 190. $4.00.) 


The six years of Oliver Cromwell's Protectorate produced a sharp con- 
flict between political and mercantile ambitions. It is the history of this 
struggle which Dr. Ashley has traced carefully in the fifth volume of the 
Oxford Historical Series. Although Cromwell the warrior, with his psalm- 
singing soldiers, won great victories at Marston Moor and Naseby, Crom- 
well the Lord Protector won no corresponding victories against fiscal in- 
solvency. Harassed by this eternal enemy of all government, Cromwell 
died and bequeathed to his son Richard problems too difficult for immediate 
solution. 

From the beginning divergence of political and mercantile ambitions 
was inevitable. The sympathies of Cromwell, his family and the majority 
of his Parliament were with the landed or professional classes; and, al- 
though two London merchants, Martin Noel and Thomas Vyner were 
constantly consulted on economic matters, the generality of English mer- 
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chants and financiers were critical or indifferent. Cromwell's foreign wars 
disorganized foreign trade and made higher taxes inevitable; his Puritan 
associates railed against monopolies and worried the merchants by urging 
the Protector to abolish all trading companies. 

Every army marches on its stomach and Cromwell’s army was no ex- 
ception. The cost of the army under the Protectorate exceeded £7,000,000 
and was the primary reason why Cromwell’s budgets were higher than 
those of either Charles I or Charles II. It was this perennial fiscal problem 
which molded both the Cromwellian financial and Cromwellian commercial 
policy. The Long Parliament, for example, bitterly opposed to Caroline tax 
farmers, had reverted to the commission system of gathering customs. Crom- 
well’s views were undoubtedly identical with those of the Parliamentarians; 
but when the customs failed to improve, the Protector had no scruples about 
returning to the more lucrative method of customs farming. 

Whereas fiscal necessity dictated a return to old ways of collecting cus- 
toms, it required the continued use of a new form of revenue in the excise. 
Although first employed in 1643, the excise was really systematized during 
the Protectorate. Even greater administrative efficiency was achieved in 
collecting the monthly assessments which were so well handled during the 
Protectorate, according to Dr. Ashley’s calculations, that they became “the 
most ably managed and most prolific taxes in the whole history of seven- 
teenth-century public finance.” Yet in spite of these efforts and in spite of 
other revenues from prize goods, probate of wills, the post-office, wine 
licenses or the tax on new buildings, nothing could prevent a fiscal deficit. 
For this recurring cancer, government borrowing was the obvious remedy, 
but at just this point Cromwell’s government ran afoul of the trading aris- 
tocracy of the city of London. 

Lack of enthusiasm for Cromwell’s military ventures turned the city into 
a financial desert for the hard-pressed Protector. The city refused to lend 
in its corporate capacity; the city companies if they did lend were angling 
for confirmation of their privileges. Private lenders were too few to fill the 
great void; and, although the farmers of customs and excise made the 
largest advances to the government, this palliative could not long put off the 
day of reckoning. Cromwell’s death revealed a deficit of £2,000,000 and 
Richard Cromwell’s fall was largely due to his father’s inability to create 
a funded debt. 

The effect of these fiscal and military exigencies upon the trading ele- 
ments has been adequately dealt with by Dr. Ashley. Although opposed 
to monopolies on principle and although besieged by “free traders” and 
interlopers to curb the trading privileges of the foreign trade companies, 
Cromwell made no fundamental changes in the organization of England’s 
foreign trade, and privileges of the foreign trading companies were con- 
firmed. Interlopets, however, were not suppressed and Dr. Ashley con- 
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cludes that there probably existed under Cromwell “a period of freer trade 
than at any other time during the century.” 

In the actual conduct of foreign trade the Cromwellian period did bring 
notable change. A commercial treaty with France increased trade between 
England and France while the treaty with Portugal opened the Portuguese 
colonies to English ships. Piracy was repressed by a codification of the 
prize laws and by acceding to the mercantile demand for naval convoys. 
Finally the Navigation act of 1651 was continued, even though bitterly 
opposed by the Merchant Adventurers, and the Act seems to have been 
reasonably well enforced except for the Eastland trade where shipping was 
clearly inadequate. 

In sharp contrast with the opinions of Margaret James (Soctal Policy 
during the Puritan Revolution) and Professor W. R. Scott (History of Joint 
Stock Companies), Dr. Ashley concludes that the Protectorate brought “a 
very marked improvement of trade” and that economic policy can be less 
charged with precipitating the depression of 1659-1660 than the political 
anarchy which followed Cromwell’s death. 

Thorough, comprehensive and well written, Dr. Ashley’s monograph de- 
serves the attention of every student of English political and economic 
history. . 

E. A. J. JOHNSON 

Cornell University 


Wages in Eighteenth Century England, By ELIZABETH W. GILBoy. Harvard 
econ, stud. 45. (Cambridge: Harvard Univ. Press. 1934. Pp. xxix, 
297. $3.50.) 

This study brings statistical evidence to bear on the old controversial 
question concerning the trend of real income of the eighteenth century Eng- 
lish wage earner. Wage series representing annual daily rates of construction 
workers are calculated. These are obtdined for several occupations by county 
or region and expressed as medians of from one to more than thirty items 
found for each year. Series are given for three areas, metropolitan London 
(London, Middlesex, Kent and Surrey), the West (Oxfordshire, Gloucester- 
shire, Somersetshire and Devonshire) and the North (North and West 
Riding of Yorkshire and Lar cashire). Presented with the wage series are 
the assize prices of grain for the respective regions expressed in terms of 
the price per daily average family ration. Marked regional differences in 
what might be called grain wages are indicated, although for obvious 
reasons no “real wage” index is computed. The London worker, and less 
clearly the worker in the metropolitan area, enjoyed a relatively high level 
of wages and a slowly rising standard of living throughout the century. 
In the West the standard of living, extremely low at the opening of the 
century, certainly did not improve and probably retrogressed. Sharply rising 
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money wages after 1760 with no corresponding rise in grain prices resulted 
in substantial gains for the wage earner in the North. 

Despite the necessary and recognized limitations of the methods used, 
the work presents a more concrete view of eighteenth century wage trends 
than has hitherto been available. The emphasis placed on regional variations 
demonstrates the impossibility of reaching any conclusion concerning stand- 
ards of living valid for England as a whole. Although grain prices appear 
inadequate as a measure of the cost of living, particularly in a period when 
many wage earners were finding it possible to purchase an increasing variety 
of commodities, their use provides a view of the surplus above minimum 
food requirements. Aside from this, a serious limitation of the study is the 
unsolved question of the representativeness of the wage data used. While 
a variety of material is discussed, the continuous data are limited to the 
construction industry, utilizing items from the quarter sessions bundles, the 
accounts of Westminster Abbey and of Greenwich Hospital. Might not 
wages paid by such agencies be more stable and custom controlled than 
wages in private industry? Further, might not construction wage rates vary 
quite independently of the other wages in the community? The author tests 
the representativeness of her series chiefly by reference to two contemporary 
works, each citing one specific year and by analogy with Bowley’s study of 
wages in the nineteenth century. The risk of this may be indicated by refer- 
ence to American building trades rates in the twentieth century. Many more 
wage series must be constructed before a definitive view of eighteenth 
century wage trends can be developed. 

RUSSELL BAUDER 

University of Missouri 


Zenon Papyri: Business Papers of the Third Century B.C. Dealing with 
Palestine and Egypt. Vol. I. Edited by WILLIAM LINN WESTERMANN 
and ELIZABETH SAYRE HASENOEHRL. (New York: Columbia Univ. 
Press. Pp. x, 177. $6.00.) 

The importance of this recent addition to the published Zenon papyri can 
be estimated only in its relation to this remarkable archive as a whole, and 
hence a brief reference to the significance of the latter for the economic 
history of the third century B.C. may be pardoned. From about 262 to 
246 B.C. the most important administrative official in Egypt was Apol- 
lonios, the head of the treasury department under Ptolemy II. This Ap- 
ollonios was at the same time an active business man on his own account, 
trading widely throughout the Ptolemaic Empire and operating in Egypt a 
number of landed properties, of which one was an estate of over nine square 
miles held as a royal grant in the Fayoum. As early as 260 B.C. Apollonios 
had in his employ a Carian Greek named Zenon who in 258 became his 
private secretary and confidential agent in Egypt and two years later the 
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_general manager of his Fayoum plantation. Even then Zenon served as 
his employet’s representative in matters of public administration, and imi- 
tating Apollonios branched out into business for himself. He became a 
money-lender, a farmer of government revenues, a landholder and the 
owner of considerable livestock. He survived the fall of Apollonios and 
was active in the Fayoum until at least 230 B.C. The documents which 
came into Zenon’s hands as a result of his varied activities both public and 
private were carefully preserved by him; and, after lying buried in the 
ruins of Philadelphia, his home-in the Fayoum, for over twenty centuries, 
they were unearthed by local peasants in 1915 and ultimately found their 
way into various libraries and museums of the Old World and the New. 

It is difficult to over-emphasize the value of the Zenon papyri as ma- 
terial for the social and economic life of Egypt and its outlying possessions 
during the height of the Ptolemaic dynasty and in particular for the opera- 
tion of the government monopolies and the extensive projects of land 
reclamation carried out under Ptolemy II. To students of the economic 
history of the Hellenistic period the appearance of fifty-eight documents 
of the Columbia Zenon collection is most welcome. These illustrate the 
activities of Zenon and his chief during the years 259 to 248 B.C.; two 
concern Palestine, the remainder, Egypt. Of particular interest are No. 2, 
which presents a picture of the operations of a camel caravan in Palestine, 
and No. 4, which contains a record of the purchase of papyrus rolls for 
the clerical force of Apollonios, and shows the surprising abundance and 
cheapness of papyrus paper. Among the various matters illustrated by the 
other documents one may mention the slave trade, shipping, wages for 
several kinds of labor, land leases, the government control of the production 
and distribution of beer, wine and oil, banking, and trading in grains and 
other commodities. 

The texts are translated and are accompanied by illuminating introduc- 
tions and notes which show the relations of each to other documents of the 
Zenon archive and its particular contributions to our knowledge of the 
public and private economic life of the time. The editors deserve high praise 
for their careful and scholarly publication. 

A. E. R. BOAK 

University of Michigan 


Studies in Administration and Finance, 1558-1825, with Special Reference 
to the History of Salt Taxation in England. By EDWARD HUGHES. 
(Manchester: Manchester Univ. Press. 1934. Pp. xii, 528. 21s.) 

This work is a detailed and complicated treatise dealing with matters 
of public finance during the period mentioned, with particular reference 
to the history of salt, its production and taxation, in England. 

During the Elizabethan period all attempts, whether local or national, 
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to monopolize salt eventually failed. In general absolute monopolies, even 
those depending on charters granted by the Crown, were held to be un- 
lawful, although “considerations of expediency, public and private profit” 
somewhat relaxed the general principle from time to time. This relaxation, 
accentuated by Scottish influence under the Stuarts, resulted in the Statute 
of Monopolies (1624) which, in the opinion of the author, was “the first 
step in the constitutional revolution of the seventeenth century.” Even 
this statute, though it ostensibly barred monopolies which were not bona 
fide inventions, proved ineffective in as much as the task of approving or 
discrediting patents fell to the Crown, which had no responsible body for 
passing on such matters. Furthermore, there existed a legal question as 
to whether a charter to a corporation could be revoked without the consent 
of that corporation. From 1580 to 1640 the drafting of patents was left 
mainly in the hands of the Attorney General; and since, from 1614 on, 
this official was excluded from Parliament, constitutional responsibility in 
this matter did not develop. Moreover, the Attorney General had little 
or no control over the content of royal grants. To add to the complexity 
of the situation, many corporations were given considerable judicial and 
executive power. 

The development of excise, which took place between 1643 and 1689, 
resulted from a threatened breakdown in the system of direct taxation. 
“Excise, by combining some of the experiences of the hated patents with 
the principle of central assessment by shires successfully anticipated in 
ship-money levies, ultimately proved the key to the fiscal cupboard” (p. 
118), and, “at the Revolution, the customs and excise were already re- 
ferred to as the ‘pillars of the revenue.’ ” Obviously then, the development 
of English excise is, contrary to general opinion, in no way attributable to 
republican and “Dutch” financial policy. 

During the period of so-called “Dutch finance” (1689-1714) there were 
many additions to the excise as well as a 4s. land tax. From 1694 on, taxes 
on salt became an important part of the general English revenue, the im- 
port duties being collected by the customs department, the duties on native 
salt by the excise department, until 1702, when the entire salt revenue was 
put under the jurisdiction of a separate Salt Board. In 1799 this board was 
finally merged with the excise department again. It was also in this period 
that the English civil service developed. Traditions of permanency and of 
strict departmental control over the appointment of minor officials were 
early established, particularly with regard to the Salt Board, and for a while 
complete freedom from interference by the Treasury department was 
achieved. But the steady growth of Treasury interference from 1729 to 1736 
when it became the dominant.factor, resulted in a decline in efficiency. From 
1694 to 1825, with the exception of 1730-1732 when they were tempo- 
rarily repealed, salt taxes played an important part in the English revenue 
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scheme, but at the close of the first quarter of the nineteenth century these 
imposts went the way of much similar legislation in the development of 
laissez-faire and free-trade England. In 1817 the existing customs duties on 
salt were repealed and an excise tax of 3d. per bushel substituted. The act 
of 1824, effective from January, 1825, provided for the repeal of all re- 
maining import or excise duties on this commodity. 

In addition to the fiscal aspects of the salt question, the author has dealt 
more or less exhaustively with the history of the production of salt, its 
“industrial revolution,” its influence on turnpike and canal development 
and the political history of the repeal of the salt duties. 

The book is a veritable mine of information and is based almost entirely 
upon documentary evidence. Unfortunately, its organization is poor, and its 
style leaves much to be desired. There is too much “‘back-tracking’’ and 
constant picking up of threads which have become lost in a maze of detail. 
Finally, a plethora of documentation (in this case some 1,926 references in 
a book of a little over 500 pages!) makes for difficult reading unless it is 
handled with considerably more organizing ability and lucidity of treatment 
than are exhibited in this work. 


L. T. MORGAN 
University of Toronto 
NEW BOOKS 


ÅLEXANDRDI, S. L’industrialisation de PU. R. S. S. par le plan quinquennal. 
(Paris: Les Presses Universitaires de France. 1934. Pp. xv, 266.) 

BEAVER, S. H. and Stamp, L. D. A regional geography for higher certificate and 
intermediate courses, Part II. Africa. (New York: Longmans Green. 1934. Pp. 
vill, 271. $2.60.) 

This book completes Dr. Stamp’s Regional Geography series of five volumes 
which expand to varying degrees the material first presented in An Intermediate 
Commerctal Geography, Part II. Professor Beaver wrote most of the present 
work and has successfully copied Dr. Stamp’s style and expository technique. 
Like the earlier studies, this volume begins with a survey of the continent as 
a whole followed by regional analyses and detailed discussion of their political 
subdivisions. This method involves some duplication but it keeps the several 
parts clearly related to the whole. With the aid of numerous maps the topog- 
raphy and general position of each region are shown to determine the climate 
and natural vegetation. From them it is a logical step to native and commercial 
agriculture, population, communication, and industrial development. 

Teachers may regret the omission of the continuing bar charts of production 
and trade which in earlier volumes encouraged students to bring statistical 
material up to date. And one wonders why Dr. Stamp chose to devote 271 pages 
to Africa in this volume after having written only 177 pages on both Americas. 

ROBERT B. PETTENGILL 


BOGART, E. L. Economic history of the American people. 2nd ed. (New York: 
Longmans Green. 1935. Pp. xii, 891. $3.50.) 

This new edition of a popular textbook has been considerably revised, The 

changes are not profound but are worth while. Two chapters, covering matters 
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found in general treatises on American history, have been omitted from the first 
part of the book which deals with the colonial period. The middle period, 
1783-1860, is left substantially as in the first edition. The chief change comes 
in the third period, 1860-1914. Some chapters have been split up and their con- 
tents recombined with others. The author wisely adds a fourth part, 1914-1934, 
which contains fresh and up-to-date details. 

The style is clear and the arrangements adequate. Because of the plan to 
cover as much of the economic history as possible, there is necessarily a thin 
spread of facts and generalization. This leaves room for misunderstanding by 
the student and. provides an inadequate basis for judgment. Since the author 
has supplied lists of books for further reading, however, the student may go 
farther into the various matters dealt with in the text. 

N. S. B. G. 


FAULKNER, H. U. American economic history. 3rd ed. (New York: Harper. 
1935. Pp. xvi, 816. $3.50.) 

Ha, D. The pace of progress. (Cambridge: University Press. New York: Mac- 
milllan. 1935. Pp. 42. 50c.) 

The Rede lecture delivered before the University of Cambridge, March 4, 
1935. Material progress has developed so rapidly that the social structure can- 
not keep pace. Especially does this progress affect peasant nations. 

HANKE, L. U. The first social experiments in America: a study in the develop- 
ment of Spanish Indian policy in the sixteenth century. Harvard hist. monog. 5. 
(Cambridge: Harvard Univ. 1935. Pp. 114. $1.) 

HicciIns, M. V. Canadian government publications: a manual for librarians, (Chi- 
cago: Am. Library Assoc. 1935. Pp. ix, 582. $2.25.) 

A helpful bibliography and check-list of official publications including legis- 
lative bodies, departmental bureaus, and commissions. The material is thor- 
oughly classified. 

HOFFMAN, H. Landwirtschaft und Industrie in Württemberg insbesondere im 
Industriegebiet der Schwäbischen Alb. Teil II, Heft 2. Zum wirtschaftlichen 
Schicksal Europas. (Berlin: Junker und Dünnhaupt. 1935. Pp. viii, 168.) 

Hussey, R. D. The Caracas Company, 1728-1784: a study in the history of 
Spanish monopolistic trade. (Cambridge: Harvard Univ. Press. 1934. Pp. xii, 
358. $4.) 

The author of this work might also have used for his subtitle “a study in 
the history of the chartered company,” since he deals with problems of business 
organization as well as with those of exclusive trade. During the seventeenth 
century when Holland, England, and France were perfecting the aan ee 
form with exclusive privilege and well-nigh sovereign power as the tool for 
carrying on foreign trade, Spain, because of her highly centralized and jealous 
litical government, found no place for a trading company with delegated 
powers though many proposals for such companies were-pùt forth. By the 
eighteenth century it was evident that, if Spanish-American itade were to 
be saved to Spain, the methods of her rival states must be imitated; and the 
Caracas Company for Venezuelan trade was one of the most successful of 
Spanish attempts: a joint stock company, with five directors and a body of 
stockholders who must be called together at least once every five years. Head- 
quarters were established in San Sebastian and active trade was begun by 1730. 

From the point of view of the shareholders and the Spanish government, 
the company seems to have had a fair measure of success from the first, paying 
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annual dividends which ranged from 20 to 33 1/3 per cent. Its success in 
crushing illicit trade roused the enmity of the colonists; its price policy bore 
heavily upon them, and a long series of complaints broke into riots in 1749. 
In the years that followed minor abuses were rectified and the trade of the 
company was extended; but the doctrine of free rather than exclusive trade 
was spreading even in Spain, and the loss of monopoly privileges came in 
1784, followed shortly after by the dissolution of the company. During the 
fifty years of the life of the company its chief trade had been in cocoa, but 
it had also dealt in tobacco, hides, indigo, wood, fish, with an occasional ven- 
ture into the slave trade. It had brought some order into the chaos of Spanish 
trade in the Americas and had reduced the amount of contrabrand trade by 
which Venezuela had formerly been supplied. Most of its activities were un- 
doubtedly beneficial to the home country, but part of this benefit was cer- 
tainly gained at the expense of the colonists for whom prices had been raised 
and supplies of goods sometimes seriously reduced. 

However, the cautious conclusion of the author seems to be that part of 
the economic improvement made by Venezuela during the eighteenth cen- 
tury can be attributed to the activities of the company. His account of the 
seventeenth-century interest in chartered companies in Spain, and his care- 
fully documentated history of the company make the volume essential to any 
study of Spanish-American trade in the eighteenth century. 

_ ELIZABETH DONNAN 


KINGSBURY, S. M. and FAIRCHILD, M. Factory, family and woman in the Soviet 
Union. (New York: Putnam. 1935. Pp. xxv, 334. $3.50.) 

KRUTCH, J W. Was Europe a success? (New York: Farrar and Rinehart. 1934. 
Pp. 88. $1.) 

It is not so much European culture as “the spread among intellectuals of the 
communistic faith” with which Dr. Krutch is concerned in this series of essays 
reprinted from The Nation. These communist intellectuals, he says, propose 
to “liquidate” the whole of “bourgeois culture.” This alarms him very much, 
and he argues in rebuttal first, that the revolution is by no means so “inevitable” 
as they suppose, and then that its occurrence and the consequent sweeping away 
of all that is best in European culture would be a dreadful calamity. Culture, he 
insists, is a product of a uniqueness of personality such as could not flourish 
under communism, and it is also an expression of our tribal passions of class and 
nation such as communism would propose to abolish. 

Doctor Krutch seems not to alee that this argument gives the case away to 
communism. Not only do uniqueness of personality and tribal passion contradict 
each other: by tying cultural achievement to the spirit and institutions of 

“capitalism” he outdoes the communists in proving that “bourgeois culture” 
both ought to be and can be swept away. Dr. Krutch complains that his com- 
munist friends reduce everything to “economics,” but that is precisely what he 
too has done. Surely our cultural heritage has a substance of its own that is 
independent of the fate of parliaments and property. Surely the best answer 
to the bogey of liquidation is the substantial reality of that heritage. Dr. Krutch 
lives too close to Union Square. To a provincial like myself he seems to cherish 
a very exaggerated notion of the importance of the communist intellectuals. If 
he would stop shuddering, he could face his communists with a smile and say: 
“You may liquidate me, but you will not liquidate English I a 
. B. AYRES 
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MAURETTE, F. Algunos aspectos económicos y sociales de la concurrencia jap- 

, Onesa. Pub. no. 43. (Madrid: Soc. para el Progreso Social. 1935. Pp. 47. 
Pes: 2)” 

MoNCHMEIER, O., editor. Wirtschaftsireubander-Jahrbuch, 1935. (Leipzig: 
Gloeckner. 1934. Pp. 384. RM. 3.80.) ` 

MONCKMEIER, W. Die Geschichte des Hauses Johann Maria Farina gegenüber 
dem Julichspiatz in Koln, gegrundet 1709: eine wirtschafts- und bandelsge- 
schichtliche Studie. (Betlin-Grunewald: Kurt Vowinckel. 1934.) 

Nute, G. L. and ACKERMANN, G. W., compilers. Guide to the personal papers 
in the manuscript collections of the Minnesota Historical Society. (Saint Paul: 
Minnesota Hist. Soc. 1935. es x, 146. $1.25. 

Rist, C., director. Tableaux de Veconomie française, 1910-1934. (Paris: L’Inst. 
Scientifique de Recherches Econ. et Soc. 1935. Plates 52.) 

SCHLUGLEIT, D. Geschiedenis van het Antwerpsche diamantslijpersambacht 
(1582-1797). (Antwerp: Jos. Guillaume. 1935. Pp. 208.) 

This book on the history of the Antwerp diamond cutters’ craft is one of a 
series of craft histories sponsored by the Library of the Antwerp Craft History 
in which are collected such historical material as can be found, fragmentary 
though at times it may be, in the hope that eventually a correct picture of the 
craft and guild life in actual operation may be outlined. 

The author oS the study of the diamond cutters’ organization as par- 
ticularly profitable in learning to understand craft history during the period 
under consideration. The original books and records of the craft have been 
lost, but the author has very painstakingly searched out petitions, court rec- 
ords and other available source material and arranged all chronologically under 
the chapter headings: “Origin,” “First development,” “Period of decline,” 
“Submergence,” ‘Institutions and customs.” 

pia to the introduction the author's method is objective and not 
subjective. He does not wish to force his own opinion on the reader but tries 
to place information before the reader in such a way that he will be aided in 
drawing his own conclusions. Another advantage of this method is that the 
book remains a source for future students in this field. 

R. S. SABY 


SCHUMAN, F. L. The Nazi dictatorship: a study in social pathology and the 
politics of fascism. (New York: Knopf. 1935. Pp. x, 494, $3.) 

An historical study of fascism as developed in Germany, by a member of 
the staff in political science of the University of Chicago. The work is an- 
notated by references to official documents and current newspapers. 

SMITH, G. H. E. and BEARD, C. A. Recovery program, 1933-1934. (New York: 
Macmillan. 1935. Pp. 59. 48c.) 

VASQUEZ, D. Teoria regionalista y regionalismo peruano. (Lima: Universidad 
Autodidacta Peru, 1932. Pp. 316. 5 soles oro.) 

The author recognizes three cycles in the evolutionary processes of Peruvian 
life from which the present condition of Peru is the result. One, the first of 
these cycles, is characterized by the existence of legal and economic bondage 
in which the greater part of the people lived in an unsatisfactory half-famished 
state. During this first period or cycle, the population was made up of nu- 
merous groups living in different geographical environments and differed 
widely in economic interests and intellectual development. 

The second cycle was one in which through political and economic struggles 
a condition of political and in part social solidarity was achieved, 


t 
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The third part of this study relates to the period of the republic, 1823-1935. 
The author indicates the processes responsible for the establishment of con- 
stitutional government in Peru as formulated in the first constitution of 1823 
and by numerous revisions of others, the most recent one being that of 1920. 
The author thinks that Peru and in fact most of the countries of the world 
are in a third stage of development—that in which the processes of change 
have developed a wholly new world wherein cultural and economic disharmony 
disappear and are superseded by cultural and economic solidarity. His theme is 
that of the continuity of social process. Material interests in the Marxian sense 
are recognized as the prime movers responsible for change. 
JOHN G. ELDRIDGE 


WHITBECK, R. H. and Finca, V. C. Economic geography. 31d ed. (New York: 


McGraw-Hill. 1935. Pp. x, 565.) 


WILSON, V. B., editor. One hundred years: a century of commerce in Rochester, 


N.Y. (Rochester, N.Y.: Rochester Chamber of Commerce. 1934. Pp. 188. $1.) 


WRIGHT, W. L., JR. Ottoman statecraft: the book of counsel for vezirs and gov- 


ernors. Turkish text with introduction, translation and notes. Princeton oriental 
texts, vol. ii. (Princeton: Princeton Univ. Press. 1935. Pp. 172, 123. $3.50.) 

About 1720, Sari Mehmed Pasha, seven times defierdar (chief treasurer) 
of the Ottoman Empire, wrote a book of instructions for those aspiring to 
become vezirs. Into it he wove much of the wisdom of his predecessors, a large 
amount of his own good sense, and a great deal of Turkish Hiio. This manual 
of statecraft, of which five manuscripts exist, has been translated from the 
Turkish (some portions from Arabic) by Professor Wright, and published as 
the second volume of the Princeton oriental texts. . 

The work comprises a compact historical introduction, a carefully annotated 
translation (based on a collation of manuscripts) and a reproduction of the 
Turkish text. To assume that this redaction concerns historians and orientalists 
only would be a serious error; students of government, public finance and 
economic history will find that the defterdar’s Book of Counsel throws abundant 
light on the eternal causes of political and economic decay. Written by a saga- 
cious finance-minister who had performed virtually all the functions of the 
grand vezir under two sultans, Mehmed Pasha’s book abounds with practical ad- 
vice. The defterdar knew very well that an empire could not long survive with a 
tax system as corrupt as that of the seventeenth-century Turkey and that a top- 
heavy administrative system based on the giving and taking of bribes must neces- 
sarily make taxation unbearable. Janus-like, he looked backward longingly to the 
efficient system of Sitleyman, the Magnificent (whose every functionary had 
been a chattel slave), and forward to purifying the unspeakably corrupt ad- 
ministrative hierarchy, which was a the peasantry. Yet Mehmed Pasha 
knew that the old could not be restored; and, since Moslem law forbade real in- 
novation, he realized that most reforms would have to be made in personnel 
rather than in administrative stricture. With more faith in progress than Pro- 
fessor Wright’s analysis of the Ottoman system would now seem to justify, the 
defterdar proposed to wipe out the vicious sale of offices, to reorganize the stand- 
ing army, to reform the tax system, to build up the prosperity of the peasantry 
and thereby guarantee a sound foundation for the widespread Ottoman Empire. 

It is all too easy for the economic historian to discourse on Europe’s trade with 
Turkey in the seventeenth and eighteenth centuries without realizing how differ- 
ent the Ottoman world actually was. Professor Wright’s scholarly book gives 
an unforgettable picture of an empire whose administration violated every rule 
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of political economy, where no man’s property was secure from confiscation, 
where the sultan was uppermost because he was the chief parasite. In this weird 
country, Dudley North lived for years as the leading merchant of the Turkey 
Company, and he was but one of many. Foreign trade must have played an 
important part in Ottoman finance; unfortunately the defterdar’s book made no 
reference to this subject. Yet since every source of revenue had been engrossed 
by avaricious government officials, this department was certainly not neglected. 
Although an analysis of Turkey’s foreign trade and its relation to the Ottoman _ 
fiscal system was not required in explanation of Mehmed Pasha’s manual, the 
economic historian cannot help regretting that Professor Wright did not explain 
in his convincing and adroit fashion how the corrupt officialdom used foreign 
trade for its selfish and inglorious ends. | 
E. A. J. JOHNSON 


Abstracts in history, II. From dissertations for the degree of doctor of philosophy 
as accepted by the Graduate College of the State University of Iowa, 1927- 
1934. (Iowa City: Univ. of Iowa Stud. in the Soc. Sci. 1934. Pp. 198. $1.) 

Abstracts of 15 dissertations, among which are two dealing with economic 
history: “Economic aspects of Ukrainian activity in the United States,” by 
Wasyl Halich: and ‘The planter in the lower south,” by C. W. Tebeau. 

American industry and economic progress. National Industrial Conference Board, 
nineteenth annual meeting, May 16, 1935. (New York: Nat. Ind. Conf. Board. 
1935. Pp. 30.) , 

Annuaire statistique de la République Tchécoslovaque, 1935. (Prague: L'Office 
de Statistique, 1935. Pp. xiv, 289.) 

The economic literature of Latin America: a tentative bibliography. Vol. I. Com- 
pe by the Staff of the Bureau for Econ. Research in Latin America, Harvard 

niv. (Cambridge: Harvard Univ. Press. 1935. Pp. xvii, 315. $4.) 

This volume is a useful aid to research into the economic history and prob- 
lems of the South American republics. It does not cover Mexico, Central 
America, the Caribbean Islands; or colonies and dependencies. Titles are num- 
bered consecutively for index reference but are grouped under geographical 
captions, such as Latin America and the names of the republics, and under 
subject headings for each country, such as agriculture, industry, population, etc. 
An introductory key to the arrangement and brief surveys of the statistical or- 
ganization and literature of each country form separate sections. This “tenta- 
tive” edition contains bibliographical data for more than 6,000 titles. 

VICTOR S. CLARK 


National Council for the Social Studies: yearbook. The historical approach to 
methods of teaching the social studies. (Philadelphia: McKinley Pub. Co. 1935. 
Pp. xi, 204. 

South PERA handbook, 1935: a year book and guide to the countries and 
resources of Latin America, inclusive of South ana Central America, Mexico 
and Cuba. 12th ed. (New York: Wilson. $1.) 

Summary of the fulfilment of the first five-year plan for the development of the 
national economy of the U.S.S.R. Report of the State Planning Commission of 
the Council of Peoples Commissars of the Union of Soviet Socialist Republics. 
2nd rev. ed. (New York: International Pubs. 1934. Pp. 304. $1.25.) 

Detailed description of progress made in different lines of industry and 
national effort. 
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Agriculture, Mining, Forestry and Fisheries 
NEW BOOKS 


BEACHLEY, C. E., compiler. History oh the Consolidation Coal Company, 1864- 
1934, (New York: Consolidation Coal Co. 1934. Pp. 100.) 

CARENDELL, J. Distribución y estructura de la propiedad rural en la Provincia de 
Córdoba. Pub. no. 42. (Madrid: Soc. para el Progreso Social. 1935. Pp. 30. 
Pes: 2. 

CULVER, p, C., compiler. Land utilization: a bibliography. (Berkeley: Univ. of 
California Bur. of Pub. Admin. 1935. Pp. 231. 50c.) 

GARSIDE, A. H. Cotton goes to market: a graphic description of a great industry. 
(New York: Stokes. 1935. Pp. 431. $3.50.) 

GILL, S. A report on the fae oe industry of the United States. Prepared for 
presentation to the Sub-committee on Petroleum Investigation of the Commit- 
tee on Interstate and Foreign Commerce, House of Representatives, 73rd 
Congress. (Houston: Gulf Pub. Co. 1934. Pp. x, 382.) 

HARTER, H. Hast Texas oil parade: a story about land, oil, politics and people 
concerned with the world’s greatest oil field—East Texas. (San Antonio: 
Naylor Co. 1934. Pp. 220.) 

Kiucxist, C. T. Grundlagen und Entwicklaungsrichtung der landwirtschaftliche 
Erzeugung in der Sidafrikanischen Union. (Berlin: Paul Parey. 1935. Pp. 95. 
RM. 5.60.) 

RICHARDS, H. I. Cotton under the Agricultural Adjustment act: developments up 
to July, 1934, (Washington: Brookings Inst. 1934, Pp. viii, 129.) 

WEAVER, F. P. and WALTER, D. H. Price movements and Pennsylvania agricul- 
ture. Bull. 309. (State College: Pennsylvania State Coll. School of Agric. and 
Exp. Station, 1934. Pp. 53.) 

Woop, R. G. A history of lumbering in Maine, 1820-1861. (Orono: Univ. of 
Maine Press. 1935, Pp. 267.) ) 

Agriculture in southern Africa. Agric. tech. bull. 466. (Washington: Supt. Docs. 
1935. Pp. 342. 30c.) 

The drought and current farm imports. (Washington: Supt. Docs. 1935. Pp. 40.) 

International yearbook of agricultural statistics, 1933-1934. (Rome: Internat. 
Inst. of Agric. 1935.) 

Statistics relative to the dairy industry in New York State, 1933-1934. Bull. 287. 
(Albany: State House. 1934, Pp. 246.) 

The tobacco industry; consolidated annual reviews, 1932 and 1933. 10th ed. 
(New York: Charles D. Barney and Co. 1934. Pp. 31.) 

Water supply: a national problem and its solution, (London: The Labour Party. 
1935. Pp. 11. 14 d.) 

W heat studies. Vol. xi, no. 8. Spreads between wheat prices in England. No. 9. 
World wheat survey and outlook, May, 1935. (Stanford Univ., Calif.: Food 
Research Inst. 1935. Pp. 307-325; 327-358. 50c., each.) 


Manufacturing Industries 


NEW BOOKS 


BENESCH, F. 150 Jahre österreichische Tabakregie, 1784-1934. (Inssbruck: Wag- 
ner. 1934. Pp. 63.) 

Haynes, W. and Gorpy, E. L., editors. Chemical industry's contribution to the 
nation, 1635-1935: a record of chemical accomplishment, with an index of the 
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chemicals made in America, (New York: Chemical Markets, 25 Spruce St. 
1935. Pp. 176. $2.) Published as a supplement to Chemical Industries, May, 
1935, in celebration of the tercentenaty of the founding of the American 
chemical industry by John Winthrop, Jr. 

Miis, F. C. Aspects of manufacturing operations during recovery. (New York: 
National Bur. of Econ. Res. 1935. Pp. 20. 50c. 

Biennial census of manufactures, 1931. (Washington: Supt. Docs. 1935. Pp. 
1281. $1.75. 

Costs and profits in manufacturing industry, 1914-1933. (New York: National 
Industrial Conf. Board. 1935. Pp. 15. $1.) 

bles and salary payments varied between 33.5 and 37.8 per cent of total 
manufacturers’ receipts from the sale of products in the past 20 years. 

The electric light and power industry in 1934. Stat. bull. no. 2. (New York: Edi- 
son Electric Inst. 1935. Pp. 37. 75c.) 

Final report on the fourth census of production (1930), Part IV. The tember 
trades, the clay, building materials and building trades, miscellaneous trades, 
mines and quarries, public utility services and government departments. (Lon- 
don: H. M. Stationery Office. 1935. Pp. xviii, 603. 9s.) 


Transportation and Communication 


Railway Nationalization in Canada: The Problem of the Canadian National 
Railways. By LesLie T. Fournier. (Toronto: Macmillan. 1935. 
Pp. ix, 358. $3.50.) 

This volume includes an historical account of the component parts of 
the Canadian National Railways with elaborate statistical tables illustrating 
the development of the latter. It is an invaluable description rendered more 
useful by a bibliography and an appendix. 

Unfortunately the author has presented conclusions in relation to the 
Canadian railway problem which even his intensive study will scarcely 
support. Without any attempt at appraisal of the development and efficiency 
of the Canadian Pacific Railway, he urges the adoption of the Canadian 
Pacific Railway plan of unified management of the properties of the two 
companies. Much important evidence was advanced before the Duff Com- 
mission pointing to the difficulties of management of large transcontinental 
organizations; and careful analysis of Canadian Pacific Railway operations 
would suggest numerous possibilities of improvement. These weaknesses 
might become evident in comparisons with roads operating under similar 
conditions in the United States; but no such roads exist. Not only was 
Professor Fournier unwarranted in using the Canadian Pacific Railway as 
a basis for comparison of efficiency of management of the Canadian National 
Railway; but he was even more unwarranted in making comparisons be- 
tween two transcontinental railways with a fundamentally different back- 
ground of development, even though he had the precedent of the Duff 
Commission. 

Professor J. L. MacDougall in the February number of the Canadian 
Journal of Political Science and Economics has suggested a few of the 
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difficulties of comparison which need not be elaborated in this review. The 
problem of determining the efficiency of the Canadian National Railways is 
extraordinarily complex; and, while one must recognize the energy of the 
author in working out detailed statistical comparisons, it must be said that 
his description of arguments favorable to the Canadian National Railways 
as “a cursory study,” “sweeping general statements,” ‘‘entirely erroneous” 
is equally applicable to his own conclusions. The complications of overhead 
costs elude the most expert railway economist. Nor can one be convinced 
of the validity of criticisms of Canadian National expenditures in relation 
to passenger traffic. Over-emphasis of the depression, failure to appreciate 
the long-run character of traffic development, difficulties of isolating pas- 
senger expenses and passenger revenues from other expenses and revenues, 
and the problem of regulating government expenditures in relation to the 
business cycle and to competition are considerations which render his con- 
clusions unsatisfactory. 

The most serious weakness of the volume arises from its narrow approach. 
It assumes an objective of reduced deficits on the Canadian National and 
dividends on capital invested in Canadian Pacific stock, in other words, 
increased earnings on total capital. It is dangerous to link up problems of 
Canadian Pacific earnings directly to competition with the Canadian Na- 
tional, and to neglect the difficulties of the depression and the drought 
areas, of specific Canadian Pacific problems, The Canadian National emerges 
from a similar background but has developed along different lines. Sub- 
sidies to the Canadian Pacific, revenue from the tariff, and hostility to Cana- 
dian Pacific monopoly were factors contributing to the development of two 
additional transcontinental lines forced to depend, through Canadian Paci- 
fic occupation of land, chiefly on bonds. The Canadian National is to a large 
extent the result of subsidies to the Canadian Pacific. Substantial govern- 
ment support to the Canadian Pacific led to government ownership of the 
Canadian National. 

Both railways have grown up under the protection of a substantial tariff 
which has forced goods to move east and west. As a result, they have been 
burdensome on the areas distant from the industrial centers of the St. Law- 
rence basin, following the relative decline in rate of expansion and the trend 
toward exhaustion particularly in the present depression. The dangers of 
emphasis on profits under these conditions are acute. Unification and econ- 
omies in terms of reduction of deficits would tend to involve increasing 
attention to densely populated areas and retrenchment in the less densely 
populated areas—-to a much larger extent in Canadian National territory. 
Complaints of the provinces representing the outlying regions against the 
trend toward centralization in the industrial areas and the consequent weak- 
ening of their financial position, and against the lack of initiative which 
characterizes existing railway management, might become serious for Con- 
fedetation. | 
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The’ federal system in Canada has its own peculiar problems. Political 
pressure, in spite of the universal condemnation of it, is of vital importance 
in securing readjustments essential to the successful operation of federalism; 
and its effects have been evident in statutory rate regulation—the Crows- | 
nest Pass rates agreement and the Maritime Freight Rates act—as well as in 
numerous other adjustments. The necessity of a developmental policy in 
the outlying regions to offset the effects of protection, especially with de- 
clining natural resources and during periods of depression, implies intensive 
coöperation with the railways in the adaptation of rates and tariffs to traffic 
development. Operation of the railways with unification under private 
management tends to emphasize the short-run profit point of view rather 
than the long-run, developmental and federal point of view. Limitations of 
rate adjustment as a result of competition from American railways, water- 
ways and other competition, renders control in relation to the federal 
problem increasingly important. The weakening of control over federal 
adjustment machinery involves grave dangers to an economy subject to 
violent fluctuations following dependence on the export of raw materials. 
Canadian transportation development has been fundamentally a result 
of governmental policy in which political pressure has been a driving force. 
The dangers of this policy will become increasingly serious for the future, 
but it is doubtful whether they can be met by less rather than more control. 

We are grateful to Professor Fournier for his valuable compilation of 
material but we cannot accept his analysis and his conclusions. The Duff 
Commission recommended more wisely than it knew. 

H. A. INNIS 


University of Toronto 
NEW BOOKS 


Acassiz, G. Our merchant marine and national prosperity. (New York: Fitch. 
1934. Pp. 40.) 

BRITTON, R. F. Highway building—a continuing responsibility. Address before 
the Assoc. of Highway Officials of North Atlantic States, Baltimore, February 
14, 1935. (Washington: Nat. Highway Users Conf. 1935. Pp. 12.) 

GADGIL, D. R. and GOGATE, L. V. A survey of motor-bus transportation in six 
districts of the Bombay Presidency. Pub. no. 4. (Poona: Gokhale Inst. of Pol. 
and Econ, 1935. Pp. vii, 174. Rs. 2-8.) 

GLUEKSMANN, R. Allgemeine Fremdenverkebrskunde. (Berne: Staempfeli, 1935. 
Pp. 160. 

The ae of this book was editor of the magazine Archiv fiir den Frem- 
denverkehr and director of the Institute for Tourist Traffic Research in Berlin. 
In that capacity he has been instrumental in the systematic development of what 
might be described as a tourist traffic science. 

Tourist traffic is defined by the author as the entirety of relationships between 
residents and temporary non-residents (Fremde) of a locality. Hence its view 
is more sociological than economic, arising from the German etymological ap- — 
proach to the problem rather than from predisposition of interest. In times 
past treatises on tavern trade, management of hotels and taverns have come 
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from the same author. In his foreword, the author modestly TE that 
his discussion, confined as it is to the general principles of a tourist traffic 
science, might furnish a general kosli: for the specific treatment of tour- 
ist trafic in any country. In this, the author has extremely well succeeded. The 
causes of tourist travel are illuminated from the psychological, socio-economic, 
climatic and every other angle that seems to be of importance relative to our 
travel desires. The web of social inter-relations caused by tourist traffic is dis- 
sected for a penetrating investigation as to their general socio-economic conse- 
ences. Especially noteworthy is the tracing of the effects upon transporta- 
tion, production, consumption, exchange and distribution. One chapter 1s de- 
voted to the discussion of means and methods of promoting tourist traffic. 
MATTHEUS KAST 


LOCKLIN, D. P. Economics of transportation. (Chicago: Business Pubs. 1935. 
Pp. xii, 788. $4.) 

SHARFMAN, I. L. The Interstate Commerce Commission. Part III, Vol. A. (New 
York: Commonwealth Fund. 1935. Pp. xiii, 684. $4.50.) 

- Won, P. and ALBITRECCIA, DR. Road and rail in forty countries. Report to the 
Internat. Chamber of Commerce. (New York: Oxford Univ. Press. 1935. Pp. 
455. $6.) 

Report of the Highway Cost Commission to the legislature of the State of Wash- 
ington on the cost and use of highways and the apportionment of spectal taxes 
among motor vehicles of different types. (Olympia: State House. 1935. Pp. 
215. 

Saina of railways in the United States: forty-seventh annual report of the 
Interstate Commerce Commission for the year ended December 31, 1933, 
including also selected data relating to other common carriers subject to the 
Interstate Commerce act for the year 1933. (Washington: Supt. Docs, 1935. 
Pp. ix, S-139, 282. $1.75.) 


Trade, Commerce and Commercial Crises 


High-Level Consumption: Its Behavior; Its Consequences. By WILLIAM 
H. LOUGH assisted by MARTIN R. GAINSBRUGH. (New York: Mc- 
Graw-Hill. 1935. Pp. xii, 345. $4.00.) 


This excellent book about a very important subject is written from the 
point of view of an orthodox economist who has for many years been active- 
ly engaged in studying the wants of consumers and methods of trade pro- 
motion. It is, however, written less for the business man who wishes to 
expand his sales than for the practical or academic economist who wishes to 
understand the nature of consumers’ demand and the probable future 
demand for the principal classes of goods and services, assuming that 
purchasing power will again resume its upward trend. The author’s con- 
tention is that estimates of future consumption are more important than 
statistics of current consumption in determining current productive activity, 
and that such estimates are increasingly difficult as well as increasingly im- 
portant, because of the greater proportion of variable items in the budget 
of the average consumer. This variability is an inevitable result of increased 
purchasing power. As the consumer rises above the base subsistence stage, 
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he buys more and more things that can be dispensed with if his income de- 
clines, and more and more things that do not need to be renewed at fre- 
quent intervals, and more and more things for which his demand is subject 
to sudden changes under the influence of fashion or competitive advertising. 
This increased variability. of demand leads to more extreme booms and 
depressions. Although the author also admits that financial causes (in- 
cluding the growth of installment sales) have worked in the same direction, 
he is inclined to minimize their importance. 

The book contains interesting refutations of some widely held dogmas, 
such as the belief that costs of distribution have increased out of proportion 
in recent years and the belief that savings have been excessive. The author 
expresses some doubt as to the responsibility of large corporations for the 
increasing canalization or regimentation of consumers’ demands. He be- | 
lieves that a continuation of the post-war trend toward concentration of 
industry in large units is improbable, since it was mainly a result of financial. 
conditions, and since flexibility is to be hereafter the sine qua non of suc- 
cess. Flexibility is essential because specific quantitative estimates of future 
demand are impossible except with reference to a few objects for which the 
demand is very stable. For the same reason he believes that a planned 
economy is inconsistent with a high level of spending power. 

The statistical work is carefully done. There is a thorough criticism of 
the estimates of national consumption recently published by the Brookings 
Institution, and an index of the price level of consumers’ goods from 1913 
to 1931 that differs considerably from previously published indexes of the 
cost of living; also a novel statistical analysis of the differences between 
elasticity, dispensability, and variability of demand. 

The only theoretical objection that occurs to the reviewer is in connec- 
tion with the treatment of capital gains, which Mr. Lough does not include 
in income. Whatever may be said as to the place of capital gains in ac- 
counting theory, it is obvious that anyone who realizes capital gains must 
decide whether to spend them for consumption goods or to reinvest them, 
and reinvestment may constitute a demand for capital goods. Consequently, 
the demand for goods of some sort is increased by the presence of capital 
gains, and the variations in capital gains from year to year must affect 
consumers’ effective demand. 
Rurus S. TUCKER 
Twentieth Century Pund 


Die Untersuchungen des Berliner Instituts fir Konjunkturforschung: Dar- 
stellung und Kritik. By HEINZ KUSCHMANN. Beiträge zur Er- 
forschung der wirtschaftlichen Wechsellagen: Aufschwung, Krise, 
Stockung, Heft 7. (Jena: Fischer. 1933. Pp. xi, 172. RM. 9.) 


This book is the seventh of the series of monographs “Beiträge zur Er- 


1935] . Trade, Commerce, and Commercial Crises 543 


forschung der wirtschaftlichen Wechsellagen, Aufschwung, Krise, Stock- 
ung,” edited by Professor Spiethoff of the University of Bonn. 

It has set itself the somewhat unkind task of criticizing the work of the . 
Berlin Institut fiir Konjunkturforschung, in particular of its head, Professor 
Wagemann, with which the Bonn school finds itself in thorough and com- 
plete disagreement. The essence of the issue appears to be this: the Berlin 
Institute claims to accept no particular theory as regards the causes and ul- 
timate nature of the business cycle; it merely wants to study the symptoms 
without bias, and thus contribute to the knowledge and understanding of 
this puzzling phenomenon. Professor Spiethoff and his school, who have a 
theory of the business cycle, blame the Wagemann school, not indeed for 
disregarding the Bonn theory, but for pretending not to have any; whereas 
in fact their whole procedure in treating the statistical material rests on a 
considerable number of “subconscious” hypotheses which, if set down ex- 
plicitly, would amount to nothing short of a theory, though a very ill 
founded and arbitrary one. 

All the barometers used by the Berlin Institute are thus criticized, the 
“movement barometers,” taken over by Berlin from the Harvard Committee 
on Economic Research, the “tension barometers,” Berlin’s own invention, 
and the “absolute barometers.” As regards the first, the author's objections 
to the treatment of the raw statistical series seem at times a little unreason- 
able; though one cannot but agree with the criticism that, instead of testing 
its method on the material covering the last century and available through 
the work of Juglar, Tugan-Baronowski, Spiethoff, Bouniatian, Lescure, 
Aftalion, and Mitchell, the Berlin Institute has limited itself largely to the 
situation in Germany since 1924, a period so disturbed by political and 
economic upheavals of an historical character (the word used in Spengler’s 
sense, contrasting “das einmal Wirkliche’” with “das immer Mögliche” ) that 
‘little insight 1s to be expected either into the business cycle or the value 
of the method. In the case of the “tension barometers,” the chief criticism 
seems to be that the relative position of the two curves whose “tension” is 
studied, depends on the arbitrary choice of the base year; that by shifting the 
base the phase of the tension cycle can be altered at will; and that the 
Berlin Institute simply arranged the base so as to make the tension cycles 
agree with those disclosed by other barometers. 

It seems to us, however, an open question whether—if the tension 
barometers do reveal well defined cycles—it might not be a fairly legitimate 
procedure to bring them at one point in agreement with a well understood 
phase of the business cycle, and then to investigate to what extent they con- 
tinue to agree with other barometers, provided this is done with consciousness 
of the hypotheses involved and caution as to results obtained. Also as regards 
Wagemann’s use of unemployment as an “absolute barometer” the author's 
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ctiticism strikes us at times as somewhat narrow. What, he severely asks, 
may have moved the Berlin Institute to regard unemployment as such an 
outstanding barometer of the business cycle? Have they investigated the 
theoretical foundation for such preference of one series among many other 
possible ones? Do they not know that unemployment is particularly sensitive 
to influences foreign to the cycle, etc.? Granted, but might it not also be 
said that unemployment, a vast social calamity, constitutes in itself a most 
important, certainly one of the most distressing aspects of the so-called busi- 
ness cycle, and that as such it deserves a separate treatment rather than to be 
merged into an index with mere symptoms such as the price of cotton or the 
consumption of coffee? 

The style of the book is easy and fluent, the arrangement clear and logical, 
the treatment thorough and painstaking, though one cannot help wishing 
that, if only for the sake of academic decorum, it might not be quite so 
hundred per cent fault-finding. Having left no stone unturned to reveal 
faults of method and errors of judgment, the author might perhaps have 
discovered also a few good points in the efforts of the Berlin Institute. 

JOHN V. SPIELMANS 

Chicago, Illinois 
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FANNO, M. I trasferimenti anormali dei capitali e le crisi. (Turin: Giulio Einaudi. 
1934. Pp. 154. L. 12.) 


In this small volume, Marco Fanno examines the relation between abnormal 
capital transfers and economic crises. There is first a concise presentation of the 
theory of normal capital movements. Then comes an analysis of abnormal 
transfers, in terms of their objects, methods used, and results on production, 
trade, and credit in all countries concerned. The intricacies involved are care- 
fully and systematically traced. The analysis is clear, but rigorous. 

The theory abet ractly developed is tested in the light of post-war monetary 
disturbances. Fanno holds that German reparations and Allied war debts which 
even though collected internally are not automatically transferable in goods, 
were among the most important factors making for world crisis. The breakdown 
of Germany's financial structure led to colossal capital transfers. So did the 
English crisis of 1931, the American abandonment of gold, and the subse- 
quent reduction in the gold content of the dollar. Domestic credits were frozen, 

roductive processes disrupted, foreign trade severely curtailed, and confidence 
in the future of business severely impaired. It is vain to hope for world re- 
covery until abnormal monetary disturbances cease. 
DOMENICO GAGLIARDO 


GIRETTI, E. and Girettt, L. I} protezionismo e la crisi, (Turin: Giulio Einaudi. 
1935. Pp. 170.) 

HuLL, C. The foreign commercial policy of the United States. Address delivered 
at the 23rd annual meeting of the Chamber of Commerce of the U. S., May, 
1935. (Washington: Chamber of Commerce of U. S. 1935. Pp. 13.) 

IVERSEN, C. Aspects of the theory of international capital movements. (Copen- 
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hagen: Levin and Munksgaard. London: Oxford Univ. Press. 1935. Pp. 536.) 
JoLurFE, M. F. The United States as a financial centre, 1919-1933, with refer- 
ence to imports and exports of capital. (Cardiff: Univ. of Wales Press Board. 
New York: Oxford Untv. Press. 1935. Pp. xii, 146. 6s.) 
MICHELS, R. Il boicottaggio: saggio su un aspetto delle crisi. (Tusin: Giulio 
Einaudi. 1934. Pp. 134. L. 12.) 

This study deals only with international boycotts. Much of it consists of 
simple descriptions of obvious characteristics. The economic effects are ably 
discussed, with special reference to Asiatic and Indian experiences. Admitting 
that the economic effects may be bad for all concerned, the author insists that 
nevertheless international boycotts are never too costly. For they promote na- 
tional solidarity, the value of which is inestimable. Furthermore, by forcing a 
dominant foreign nation to appreciate the economic importance to it of the 
boycotting people, the international boycott frequently makes for better in- 
ternational relationships. 

DOMENICO GAGLIARDO 


REDFORD, A. Manchester merchants and foreign trade. (Manchester: Manchester 
Univ. Press. 1935. Pp. xii, 251. 10s. 6d.) 

ReISCH, R. Exportférderung durch aktive Wahbrungspolittk. (Vienna: Springer. 
1935. Pp. 37. RM. 2.50.) 

SCHMITT, C. Principii politici del nazionalsocialismo, Translated by C. CANTI- 
MORI, (Firenze: Sansoni. 1935. Pp. x, 231. L. 15.) 

TEITELBAUM, S. La politique commerciale de PU.R.S.S. (Paris: Sirey. 1934. Pp. 
viii, 154.) 

WENDT, F. Entfesselung der Wirtschaft: der Entwurf einer Krisentheorie. (Bet- 
lin: Author, Speyererstrasse 27. 1935. Pp. 56.) 

Canadian trade index: annual issue of 1935. (Toronto: Canadian Manufacturers’ 
Assoc. 1935. Pp. 601. $6.) 


Accounting, Business Methods, Investments and 
the Exchanges 


The National Recovery Administration: An Analysts and an Appraisal. By 
LEVERETT S. Lyon, PAUL T. Homan, Lewis L. LORWIN, GEORGE 
TERBORGH, CHARLES L. DEARING and LEON C. MARSHALL. (Wash- 
ington: Brookings Institution. 1935. Pp. xxii, 947. $3.50.) 

The general impression left by this critical examination of the National 
Industrial Recovery act and its administration is that the whole thing was 
wrong both in theory and practice from beginning to end: what little 
economic theory there was behind it was incorrect; it represented an im- 
proper ‘delegation of legislative power to the Executive; its method was 
“experimental,” not in the scientific but in the popular sense of trying any- 
thing once. The authors describe it as “trial and error,” mostly error, but a 
better phrase is found in sporting vocabulary, “catch as catch can”; it did 
not achieve its objectives in so far as they can be discovered; it created a 
huge, complicated and contradictory body of administrative law and an 
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equally complex bureaucracy to administer it; and, finally, it cost a great 
deal of money. 

It is not until we reach page 752 that we discover that this study has to 
do with the effect of NRA on recovery only, and that the long-run results 
of the codes “may prove of far more importance than their more imme- 
diate effects on the revival of business.” But this is thrown off as a specu- 
lative by-product and need not be taken too seriously. 

While there are numerous side-lights on another and pethaps the most 
important weakness of NRA, there is only passing recognition of it. What 
happened under NRA was not simply a delegation of legislative powers 
to the executive branch of the government but a re-delegation—inevitable 
perhaps—of a large part of these powers to organized business. It may or 
may not be true that General Johnson told one or more of the business 
institutes to “write their own tickets”, but that they did just this in many 
cases, if not in most, is clear from the Brookings analysis. Further, the 
administrator and his deputies were unwilling, because of their hurry to 
get codes signed, and unable, because of their ignorance of particular 
business conditions, to check and evaluate code measures. And still further, 
the codes were administered not by government but by code authorities 
chosen by business itself. Thus the general effect of the NRA was to give 
legal sanction to corporate business enterprise to regulate itself, and much 
of the detailed criticism in this study should be directed not at the govern- 
ment but at corporate business practice. 

The first and second criticisms enumerated above can be somewhat dis- 
counted because of the inevitable conflict between the “practical” point 
of view of the Administration and the “academic” point of view of the 
Brookings group. Brookings Institution is a privately endowed research 
organization, a brain trust. Its function is not to do things but to examine 
what has been done. Professionally and by inclination, the researcher is 
inclined to a well considered and orderly approach to any problem, a 
thorough examination of the theoretical soundness of any policy and explora- 
tion of all possible effects of any practice. The Administration, with a few 
scraps of theory found in general circulation, and an emergency on its 
hands, felt itself forced into an “experimental” approach. Thus the NRA 
was not only not the product of a brain trust but the exact opposite—the 
product of “practical” men in a hurry. General Johnson understood this and 
he proudly differentiated his own “catch as catch can” philosophy and 
methods from those of the academicians. It is important to have this re- 
corded if only to counteract the popular impression that the Blue Eagle was 
hatched among academic groves. If it was the “practical” men who got 
us into the depression, it was the practical men too who did not get us out. 

Of the last three criticisms the most important is that the NRA did not 
achieve its objectives. It tried to establish a minimum wage level and did 
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not. The minimum wage structure is a staircase, not a floor. There are various 
types of plural minima, minimum rates which are not minimum wages, 
various types of minimum rates, astonishing spreads of minimum rates 
within groups of related industries, varying structures in competing indus- 
tries, multiplicity of detail and’ endless variety of combination. Above the 
minima confusion is more confounded. 

As to hours, there is no such simplicity as the talk of a 40-hour week 
would suggest. Exception seems to be the rule, while the basic week is not 
one but three: above forty hours, forty hours, and below forty hours. 
“Seeming”’ elasticity is provided in a “multitude” of special clauses for ex- 
cepted purposes, excepted occupations, by averaging and by general over- 
time provisions. “A close study seems to show that no generalization can 
be made but that the elasticities do not facilitate smooth business operation 
or sufficiently protect the worker.” 

But the final test of the NRA is found in its contribution to recovery. 
Has the nation enjoyed under it a larger production of goods and services 
than it would have enjoyed without it? And the authors’ answer is an em- 
phatic, but not entirely convincing, “No.” 

The section on industrial relations is the best descriptive study the review- 
er has seen of this most tmportant aspect of the NRA experiment. The con- 
clusion, however, that the effect of the collective bargaining clauses was 
simply to emphasize the conflict between trade and company unions is 
probably an over-simplification. 

The volume as a whole is a fine descriptive and critical record of a large, 
if not great, experiment in the control of economic behavior in a modern 
state. The implications are: that the codes should be scrapped and legisla- 
tion covering minimum wages, maximum hours, social insurance and col- 
lective bargaining should take their place. This would meet the objection 
of the Supreme Court to the delegation of legislative powers to the Execu- 
tive, and the criticism of liberals of the delegation of such powers to or- 
ganized business. It would establish a degree of rigidity in the wage and 
hour structure less objectionable, however, than the “elasticities” and con- 
fusion of the code provisions. It would not—and what can?—settle the 
historic problem as to what is, and what is not, interstate commerce. 

NORMAN J. WARE 

Wesleyan University 


Advertising Reconsidered: A Confession of Misgiving. By A. S. J. BASTER. 
(London: P. S. King. 1935. Pp. vi, 128. 5s.) 

In this brilliant and thought-provoking book the subject is very naturally 

presented in four chapters—descriptive, critical, analytical, and constructive 


——with a thread of humorous, plaintive, and pungent criticism running 
through it all. . 
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~ As economist and philosopher, the author recognizes the function which 
advertisers perform in bridging the ever widening gap between producer 
and consumer, while deploring the lurid language which they use, the 
temptations to which they are subjected, and the sins which they commit 
in persuading people to buy what, in many cases, they neither want nor 
need. Certainly, they are an easy mark for shafts of ridicule with their ex- 
travagant verbiage, catchwords, and slogans; their efforts to make people 
“flower conscious’ or ‘“‘clothes fastidious’; their panegyrics on “toasted 
cigarettes” or “aspirin that will not hurt the heart”; and their incessant 
play upon human frailty such as the well-nigh universal desire to “live up 
to the Joneses.” As the French say, “it is to laugh,” though whether we are 
to laugh at the advertiser or the silly sheep he leads or misleads, it is hard 
to say. 

More serious is the indictment of advertisers as people who, to put it 
mildly, are prone to exaggeration and are sometimes guilty of gross mis- 
representation and mass deception. True, the advocates of all causes, good 
and bad, are tempted to deviate from the strait and narrow way of truth 
-—witness the occasional behavior of lawyers, politicians, popular writers, 
preachers, and propagandists of every kind—but advertisers cannot exon- 
erate themselves by a t# guoque argument such as this. All they can do is 
to confess, repent, do penance, humbly crave absolution, and go forth to 
sin no more. But alas for their good intentions and their lip service to truth! 
Of course, there is an alternative possible to business sinners of every kind. 
They might retire from the wicked world into the church or the profession 
of teaching—the modern counterpart of the medieval monastery—but even 
there the tempter might find them and sin might continue, though on a 
higher plane. 

Stull more serious, as affecting social welfare as well as individual char- 
acter, is the major charge that advertisers and their employers, in the pursuit 
of profit, sadly deceive and mislead the public, with the result that the pro- 
ductive process is distorted, monopolies are created, and the final consumers 
are diverted from an ideal order of preference to a sort of inverted hierarchy 
of goods and services. 

This is a serious indictment, yet it looks as though the author had failed 
to consider certain mitigating circumstances. In the first place, most com- 
modities must have some merit, else advertising is likely to defeat itself by 
calling attention to their defects. Secondly, wholesalers, retailers, and other 
business buyers are not so easily deceived as the final consumers. In the third 
place, most people of limited incomes are careful, if not altogether wise, in 
their buying, especially in regard to the necessaries of life, so that the field 
of luxuries is the happy hunting ground of the unscrupulous advertiser. 
Then, too, advertising tends to educate, as well as mislead the buyers, and 
thus to counteract its own evil influence. Finally, much, if not most, advertis- 
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ing is informative and truthful, and should not be indiscriminately con- 
demned because a horde of tricksters and liars follow in its train. In fact, 
the author admits that “an exchange economy without some form of ad- 
vertising is inconceivable,” and modifies his original indictment thus: “Our 
conclusion must evidently be that advertising does not serve the interests 
of the consumers as it might.” 

Notwithstanding this very mild conclusion, in his final chapter the author 
again deplores the “waste, deception, and misdirection of energy” con- 
nected with advertising, and veers toward the dispiriting conclusion that it 
is a necessary and inevitable characteristic of the individualist system. But 
he recovers his balance as he considers the alternative of a new and worse 
social order. If, for example, the state were to take over the advertising 
function and, possibly, the whole process of selling, we might have political 
propaganda just as unconscionable and misleading as any selling for pri- 
vate profit. And if the state controlled both production and distribution, we 
might be under a régime of planned and controlled consumption more in- 
tolerable than the insidious suggestions of unscrupulous advertisers. Re- 
minding one of the unclean spirit who was exorcised from a man, but later 
returned with seven other spirits more wicked than himself. 

No! The best antidote to the evils in question is the automatic discounting 
and consumer resistance which arise when exaggeration and deception are 
carried too far. Caveat emptor is more than a maxim of personal prudence; 
it is a principle of broad social significance indicating that the consumers 
as a Class, with perhaps some help from the state and other organizations, are 
well able to take care of themselves. With this in mind the author concludes 
his essay thus: 

Our present social system, of which advertising forms an important and char- 
acteristic element, is at the present time unquestionably on trial... . It is at least 
possible that the education of the consumer in the mechanics of the economic 
process which is built up to serve his ends may awaken a deeper consciousness of 
the ultimate power that lies in his hands to mould this process. His aid may then 
be invoked to save humanity from the hardships and suffering which its opera- 


tion seems to involve at present. But first it is necessary that he should save 
himself. | 


J. E. LEROSSIGNOL 
University of Nebraska 
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AXE, L. H. Business law. (New York: Harper. 1935. Pp. xiv, 664. $3.50.) An- 
swers to problems in business law. (Pp. 48. 

BARKER, C. W. and ANDERSON, I. D. Principles of retailing. (New York: Mc- 
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ing advertisements. Bus. res. stud. no. 11. (Boston: Harvard Univ. Grad. 

ool of Bus. Admin. 1935. Pp. 61. $1.) 7 

BRINDZE, R. How to spend money: everybody's practical guide to buying. (New 
York: Vanguard. 1935. Pp. 308. $2.) 

Burrows, H. R. and HORSEFIELD, J. K. Economics of planning: principles and 
practice, Pamph. ser. no. 1. (Philadelphia: Am. Acad. of Pol. and Soc. Science. 
1935. Pp. 31. 

Comis, N. I g of manufactured goods. (Boston: Stratford Co. 1935. 
Pp, iii, 282. $3.) 

Cover, J. H. Retail price behavior, Stud. in bus. admin., vol. 5, no. 2. (Chicago: 
Univ. of Chicago Press. 1935. Pp. 100. $1.) 

Crum, W. L. Corporate earning power in the current depression, (Boston: 
Harvard Univ. Grad. School of Bus. Admin. 1935, Pp. 17. 50c.) 


This brief study is based on the Bureau of Internal Revenue’s Statistics of 
Income. It gives the ratios of net to gross profits for 75 industrial proups and 
sub-groups for the years 1919-1933. It also gives the ratios of net profits to 
net worth in 1931 and 1932, compiled by 8 methods for 20 industrial groups. 
The differences in profitability between groups are very great, and the chief 
conclusion is that during the depression producers of durable and producers’ 
goods suffered much more than producers of consumers’ goods. The author 
has apparently got everything out of the published statistics that could be de- 
rived and his methods of analysis are fully explained. 

Rufus S. TUCKER 


Davis, E. Personnel programs in banks. (Princeton: Princeton Univ. Industrial 
Relations Section. 1935. Pp. 56.) : 

Dopp, E. M., JR., and BAKER, R. J. Cases on business organizations. Vol. TI, prel. 
pamph. no. 1. (Chicago: Foundation Press. 1934. Pp. v, 415.) 

Douerty, R. P. and HARTMANN, M. The economic organization of business. 
(Boston: Manthorne. 1934. Pp. 291.) 

Dorr, J. L., INGHRAM, H. A. and Love, A. L. Cost accounting principles and 
practice, 2nd rev. ed. (New York: Ronald. 1935. Pp. xvi, 621. $4.00.) 

The first edition of this work was reviewed in this journal (June, 1925, pp. 
330-31). The present revision includes “a somewhat simplified presentation 
of ordinary ‘job order’ and ‘process’ cost accounting.” Chapters are devoted to 
special cost problems. Effort has been made to simplify terminology. Problem 
material has been rewritten. 

. Cost accounting: practice problems. 1935 ser. (New York: Ronald. 
1935. Pp. 187. $1.) 
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FREUDENBERG, H. E. Die Subventionen als Kreislauf problem in Marktwirtschaft 
und Staatswirtschaft, (Tübingen: Mohr. 1934. Pp. vi, 96. M. 6.) 

GAULT, E. H. Control of the retail units of chain stores. Michigan bus. stud., 
vol. a no. 1. (Ana Arbor: Univ. of Michigan Bur. of Bus. Res. 1935. Pp. 
iv, 99. $1.) 

Gauss, C. A. and WIGHTMAN, L. I. Sales and advertising. Rev. by HARRY A. 
BATES. (Chicago: American Technical Soc. 1935. Pp. 565. $6.) 

GILLESPIE, C. M. Accounting procedure for standard costs. (New York: Ronald 
1935. Pp. xviii, 371, loose-leaf. $5.) 

GRAHAM, W. J. Economics of business. (Chicago: American Technical Soc, 
1935. Pp. 337. $2.) i 

GUTHMANN, H. G. The analysis of financial statements. Rev. ed. (New York: 
Prentice-Hall. 1935. Pp. xv, 584. $5.) 


In this edition the same general outline was used as in the original. For the 
most part the same headings of the chapter sub-sections have been retained. 
The revision consists largely of rearrangement and enrichment of the subject 
matter and bringing the material up to date. One hundred thirty pages have 
been added and the appearance of the volume is superior to that of the first 
edition. 

A. W. HANSON 


HALL, F. P. Government and business. (New York: McGraw-Hill. 1934. Pp. x, 
275. $2.50.) | 
- This book falls conveniently into two parts. In the first part the author 
discusses the various theories with regard to the functions of the state; the 
constitutional limitations upon the control of business; the commerce clause of 
the Constitution; types of control; and the machinery of control. There are 
abundant footnote references, but no chapter references. In the second part, 
the author deals with the regulation of railroads, public utilities, banks, in- 
surance companies, ordinary business enterprises, packers, speculation in grain, 
foods and drugs, and securities; with public ownership and operation; and with 
certain miscellaneous topics, such as government aid to business. The last 
twenty-three chapters, comprising four-fifths of the book, are presented in out- 
line form. The author explains that he has employed this form because the 
present work is to be superseded in due course by a more complete treatment. 
In these chapters there are no footnote references, but there are chapter refer- 


ences, 

The book should prove helpful to those who are giving general courses on 
the relation of government to business, as it presents (in outline form) the 
leading provisions of the various regulatory acts. It is much too brief, however, 
to be of value to specialists. 

The most striking defect of the book is the extremely haphazard manner 
in which the chapter references are presented. There is not the slightest evi- 
dence of order or system. The books are not arranged in alphabetical order 
nor in chronological order; the date of publication is not given; and books by 
the same author are not even grouped together. The United States Code appears 
as five distinct references, first, perhaps, as Title 49, sec. 13, later as Title 49, 
sec. 2, etc. Why cannot these five references be brought together as one? The 
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Illinois Commerce Commission Law, sec. 30, is one reference, and farther 
down the same page the Illinois Commerce Commission Law, sec. 27 appears 
as another reference. 


ELIOT JONES 


HARING, A, Retail price cutting and its control by manufacturers. (New York: 
Ronald. 1935. Pp. x, 247. $3.50.) ; 

HOFFMAN, H. C. Guide for better retail profits. (New York: Merchants’ Res, 
Service Co. A 82. $2.50.) 

HoLTZCLAW, H. F. Principles of marketing. (New York: Crowell. 1935.) 

HUSBAND, G. R. and THOMAS, O. E. Principles of accounting. (Boston: Hough- 
ton Mifflin. 1935. Pp. x, 801. $4.) 

LANGHABUSER, K. Valorisationen: eime Studie über ihre Methoden und Wir- 
kungen. (Hamburg: Hans Christian. 1935. Pp. 296.) 

LARRABEE, C. B., and others, The sete i from the marketing viewpoint. Con- 
sumer marketing ser., 15. (New York: American Manag, Assoc. 1935. Pp. 
30. 35c, 

Lusk, H. è Business law: principles and cases. (Chicago: Business Pubs. 1935. 
Pp. xvi, 711. $4.) 

MASSON, R. L. and STRATTON, S. S. Problems in corporation finance. (New 
York: McGraw-Hill. 1935. Pp. xvi, 402. $3.) 


This work embraces mostly problems in industrial finance; only 8 of the 
54 relate to railroads or public utilities, The cases presented cover a wide variety 
of industrial companies in the metal, automobile, chemical, textile, merchandis- 
ing, mail-order, office-equipment, and other fields. For the most part the cases 
selected are of the ype which deal with special situations rather than with the 
normal problems of financing. A large proportion of the special situations is 
pathological in nature and calls for remedial measures which of themselves 
create additional problems. 

In common with other books of this nature, this one could be improved 
if more attention were directed to the normal problems in raising capital for 
the successful growing business as they arise from time to time and to the sub- 
sequent success attending financial judgments and measures. The financial 
history of a limited number of successful companies may be suggested as a 
method of procedure. One notes especially the absence of problems relating 
to the investment market and investment bankers. Likewise the special prob- 
Jems attending the holding company may receive some attention. ‘The authors 
should be commended for the copious amount of statistical material included. 

The questions propounded in connection with each case-are to some extent 
an improvement over the usual problem book in that they are directed to more 
oe ends. But in the reviewer’s opinion the greatest opportunity for fur- 
ther improving the usefulness of the problem book lies at this point. The blanket 
type of question so familiar in problem books neither stimulates nor directs the 
student to vital issues raised by the data presented. This tool of instruction 
would be far more useful if the questions were greatly expanded in number 
and specific in nature, thus developing the potentialities of each case. 

Many instructors will undoubtedly feel handicapped by the failure of the 
book to furnish a list of readings in the standard texts on corporation finance 
in connection with each case. The bibliography included at the end of the 
volume will be of only limited usefulness. 

J. E. KIRSHMAN 
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Murray, C. F. The rights of employers in the inventions of employees: an out- 
line of the law on the subject written for laymen. (Chicago: Author. 1934. 
Pp. 23. 15c.) 

PATON, W. A. Corporate profits as shown by audit reports. (New York: Na- 
tional Bur. of Econ. Research, 1935. Pp. viti, 151. $1.25.) 


One has learned to expect from Professor Paton a combination of sound 
economics and expert accounting. This little book fulfills that expectation. 
It is based on audited reports of some 700 small and medium-size corporations 
for three years 1927-29, and attempts to show their average rate of earnings, 
variations in earning rates, sources of capital, dividend policies, corporate sav- 
ings, and typical ratios, such as those of current assets to current liabilities, in- 
ventories to book assets and to sales, and expenses to sales. 

Although the wid alae studied had on the average net assets of 
$2,244,000, no very large corporations are included. The most usual rate of 
earnings on total capital and the most usual rate of profits on stock equities 
were both close to 5 per cent. In some industries the lroa corporations were 
more profitable than the smaller; in others it was the other way around; but 
on the whole the most profitable corporations (measured by the rate of earn- 
ings on total assets) were those with total assets between $50,000 and $200,000. 
In the trading group, however, the most profitable were those with assets be- 
tween: $500,000 and $1,500,000. 

These are very important conclusions in view of the prevalent belief that 
corporations are gradually absorbing a larger and larger share of the national 
income. If they are doing so, it is apparently not becuse of their great profitabil- 
ity. It is to be hoped that studies ike this of Professor Paton’s and the recent 
ones by Epstein, Crum, Secrist and Bowman may lead economists to a clearer 
understanding of the real earnings of capital and enterprise, and correct mis- 
apprehensions based on exceptional cases and on the irresponsible vagaries of 
the stock market. Whether or not economists can be enlightened, accountants 
will benefit by this succinct presentation of typical ratios and practices. 

RuFus S. TUCKER 


PATON, W. A., editor. Accountants’ handbook. 2nd ed. (New York: Ronald. 
1934, Pp. xxxvi, 1742.) 

PEREGO, G. Apartment house ownership and management: purchasing, leasing 
and managing. (Rochester, N.Y.: Rochester Alliance Press. 1934. Pp. xiv, 
337.) 

DE PIETRI-TONELLI, A. La soluzione teorica corporativa del problema pratico 
dell'adozione delle innovazioni tecnico-economiche pin convenienti alla cerchia 
sociale. (Rome: Tip. delle Terme. 1934. Pp. 38.) 


In presenting essentially a mathematical solution for the reward of inven- 
tions and improvements in technological methods, the author proceeds upon 
the assumption that losses incurred by abandonment of old machinery and 
processes must be deducted from the otherwise value of the new process. Such 
amortization necessarily involves problems of past, present, and future price 
levels as well as disposal opportunities of old machinery, absorption costs of 
displaced labor, etc. Hence te social purchase price of all technological prog- 
ress must be related to the business cycle. The solution given applies to 
successive improvements in as much as it allows for estimation of the probable 
period of the advantages of the new developments. International complications 
are but briefly considered. The rate of interest to be employed in computing 
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the annuity value of the advantages depends upon current investment income, 
apparently being pure interest upon highest grade government securities. 
It is not clear from the brief discussion whether losses to other industries by 
reason of inter-commodity shift in demand are to be considered. 

F. F. BURTCHETT 


SALIERS, E. A. Fundamentals of accounting. (Chicago: Business Pubs. 1935. Pp. 
viii, 424. $4.) 

SCHMALZ, C. N. Operating results of department and specialty stores in 1934. 
os no. 96. (Boston: Varad Univ. Bur. of Bus. Res. 1935. Pp. vi, 42. 

2.50.) 
Profits and sales volume were higher in 1934 than in 1933. Small stores 

improved their position. 

SCHWAN, B. Town planning and housing throughout the world. (New York: 
Westermann, 1935. Pp. 446. $12.) 

SINKER, J. The Revenue act of 1934 as it affects security transactions. (Washing- 
ton: National Capital Press. 1934. Pp. 29.) . 

L'économie dirigée: expériences et plans. (Paris: Strey. 1935. Pp. 268.) 


This is a special number of La Revue d'Economie Politique in which there 
ate articles dealing with types of economic control in operation in Germany, 
the United States, England, and Italy, and with the attempt at international 
planning of the supply of raw materials. The last article in the number dis- 
cusses proposals for more detailed planning set forth by socialistic or semi- 
socialistic po in Belgium, England, and France. 

There are three papers treating various controls instituted by the Nazis 
in Germany. The first of these by Professor von Dietze of the University of 
Berlin discusses the way in which Germany has tried to solve the recent agri- 
cultural crisis by fixing the prices of farm products and by stringently limit- 
ing imports. Professor von Beckerath of the University of Bona writes on the 
“Industrial policy of national socialism.” He outlines the organization of in- 
dustry; discusses the labor front and courts of honor; shows the way credit 
is allocated by the Reichsbank, and the way foreign exchange and trade are 
regulated, all in the interest of the national state. Dr. Syrup of Berlin deals 
with the use of public works to prevent unemployment. 

Louis H. Bean of the A.A.A. describes the American agricultural program, 
and Virgil Jordan, of the National Industrial Conference Board, and James P. 
Warburg pay their respects to the industrial and monetary policies of the 
Roosevelt administration. 

Professor Lionel Robbins is very critical of the agricultural controls in 
England, controls so rigid as to disabuse our minds of the idea that England 
is meeting the depression by letting nature take its course. Professor Plant 
has no liking for recent English regulation of transportation. He thinks it is 
bolstering up the railroads at the expense of the more efficient automotive 
transportation. 

One of the most interesting contributions is by Professor Bassani of the 
University of Milan in which he describes and discusses the economics of the 
fascist corporate state. No critical note enters here. Ferdnand Maurette of the 
International Labor Office tells the story of the rise and fall of international 
attempts to control raw materials. He gives reasons why in each case the at- 
tempt has been unsuccessful. Henri Noyelle presents a critical analysis of vari- 
ous comprehensive plans which have been proposed but not tried. He has a very 
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trenchant style and expresses in striking fashion the naïveté of many of these 

proposals. 

is volume would have been somewhat better balanced if there had been 

papers giving a critical analysis of the German and Italian régimes, and more on 

the favorable side of the English and American experiments. 
< EARL R. SIKES 


Planning for employment: a preliminary study by some members of Parliament. 
(London: Macmillan. 1935. Pp. xii, 97. 2s.) 

Just as the American Blue Eagle falls dying to the ground under the rapid 
fire of unanimous Supreme Court decisions, it is seen rising again in England, 
the birthplace of compromise, if this monograph is representative of any large 
body of opinion. Fourteen members of Parliament have signed this program 
designed to steer a middle course between socialism and fascism and to straight- 
en out that hodge-podge of government control and laissez-faire in which e 
land now finds herself. “Planning for employment,” as set forth clearly 
and concisely in this pamphlet, is a long-run reconstruction scheme based on 
industrial self-government, departmental reorganization, parliamentary reform, 
group settlement on farms and unification of the social services. An appendix 
offers a bill called the "Industrial Reorganization (Enabling) act” whi n 
ra for a National Industrial Council to aid voluntary codification of in- 

ustry. 

The program seems to be put forward as the platform of the national gov- 
ernment in the next elections—most of the signers are Conservatives. It offers 
little to labor and though its economics are as sound as economics can be in a 
transition period, it has the faults of all middle-of-the-road planning in that 
it relies too greatly on intelligence and goodwill ignoring the strong emotional 
appeal of fascism and socialism, and the actual power of vested interests. It 
is an attempt to make capitalism work by adding to its power rather than by 
reducing it. It may, however, as the authors believe, fit better the temper of 

' the English people than more conservative or radical proposals. 

The Blue ae is dead ; long live the Blue Eagle. 

NORMAN J. WARE 


Securities act of 1933: a list of references. (Washington: Library of Congress. 
1935. Pp. 14, typewritten. $1.50.) 

State planning for New York: summary report of progress to Governor Herbert 
H. Lehman. (Albany: N. Y. State Planning Board. 1935. Pp. 84. Gratis.) 


Capital and Capitalistic Organization 


Fascism and Social Revolution. By R. PALME Durr. (New York: Inter- 
national Pubs. 1934. Pp. xi, 296. $2.25.) 

An English communist, for many years editor of the Labour Monthly, 
the author gives in this volume an economic interpretation of fascism, in 
the orthodox Marxian mode. The keen analytical sense that he displays in 
disentangling the economic factors of fascism makes of this book, in the 
opinion of the reviewer, the best book on fascism yet published. 

The last century has witnessed a gigantic growth of the productive forces 
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which “has outstripped the capacity of capitalism to organize it” (p. 9). 
The outcome has been an economic chaos of which the World War of 
1914-18 has not been the cause, but an expression as well as an attempt 
to break out of the crisis. In fact, the destructions of the war gave capitalism 
a breathing spell. This respite was not used to buttress the shaky capitalist 
edifice, but to unleash more productive forces which soon precipitated the 
world depression. The present crisis should not be confused with the old 
cyclical crises of capitalism. It is one of the last stages of the general crisis 
of capitalism. 

To solve this general crisis of capitalism many schools of reformers— 
reformist socialists, social credit theorists, currency reformers—have pro- 
posed various schemes of which the Roosevelt “experiment” is the most 
conspicuous and which all tend ultimately toward “raising the standards 
of the workers to a point compatible with the consumption of the increased 
production alongside higher profits for the capitalists’ (p. 20). This is 
just a dream because “the greater the crisis, the greater becomes the need 
of the rival capitalist concerns to Jower the cost of production, to increase 
the rate of exploitation, to drive the dwindling number of employed workers 
harder, to attack the workers’ standards, and the social services, in order 
to compete more successfully for the dwindling market” (p. 21). 

Since capitalism cannot be reformed, there remain only two alternatives. 
One is communism, which alone can make full use of the productive forces 
by abolishing class ownership of the means of production. The second 
alternative is fascism, the purpose of which is “to throttle the develop- 
ment of the productive forces in order to save class society, to destroy 
material wealth, to destroy millions of ‘superfluous’ human beings in the 
slow rot of starvation and the quick furnace of war, to crush down the 
working-class movement with limitless violence, to arrest the development 
of science and culture and education and technique, to revert to more 
primitive forms of limited isolated societies, and thus to save for a while 
the rule of the possessing classes at the expense of a return to barbarism 
and spreading decay” (p. 24). 

The author then analyzes the social content of fascism in the light of the 
Italian and German experiments. He destroys the middle-class illusion that 
fascism is a “middle-class revolt” against both the organized working class 
and the domination of monopoly industry and big finance. “Fascism, al- 
though in the early stages making a show of vague and patently dis- 
ingenuous anti-capitalist propaganda to attract mass-support, is from the 
outset fostered, nourished, maintained and subsidized by the big bourgeoisie, 
by the big landlords, financiers and industrialists” (p. 80). 

After the war Italy came very close to a communist revolution. The nu- 
meric weakness of the industrial proletariat was compensated by the large 
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forces of the poverty stricken peasantry. But there was a lack of decisive 
revolutionary leadership in the Italian Socialist Party and internal dissen- 
sions broke the strength of the radical elements. Mussolini, who at least 
was a leader, capitalized the discontent of the middle-class and of the war 
veterans as well as their fear of radicalism to launch the fascist movement 
the final success of which was helped by the friendly attitude of the bour- 
geois government then in power. 

In Germany, the process, although slower, was fundamentally the same. 
There the proletarian revolution actually succeeded in 1919, but-the social- 
democrats who then came to power dug their own graves by their half 
measures which irritated the middle-class without sufficiently strengthening 
the socialist régime. Hitler and his national socialist party with the financial 
support of the big industrialists and financiers of Germany easily rose to 
power after the economic depression had driven the German people to 
despair. | 

On the ground of analogy, Mr. Dutt feels that the three last great democ- 
racies of the western world show unmistakable fascist trends. He denounces 
the National Government of Great Britain, Mr. Roosevelt's emergency 
régime and the truce government of Mr. Doumergue as embodying at least 
some of the features of Italian and German fascism. Although history does 
not always repeat itself, Dutt’s logical analyses are very disturbing. 

It should be said, however, that the author's argument rests on the 
double premise, that, on the one hand, capitalism cannot be reformed and, 
on the other hand, communism is a satisfactory way out. Judgment cannot 
be passed yet on the New Deal as an attempt to reform capitalism. As for 
communism, the Russian experiment does not afford sufficient evidence in 
the present stage that it will mean a harmonious adjustment between the 
productive forces and distributive possibilities. 

ROBERT VALEUR 

Columbia University 


NEW BOOKS 


Dorau, H. B. Some economic considerations bearing on the place and signif- 
cance of the holding company in the organization and functioning of the Nh 
lic utility industries. An opinion submitted to the Committee on Interstate Com- 
merce of the U. S. Senate, May 1, 1935. (Washington: Supt. Docs. 1935. Pp. 
24.) 

Jervey, H. W. and DEAK, F., editors. The case of monopoly versus competition: 
source materials in the feld of business control in French, German and Anglo- 
American law. Vols. I-III. (New York: Columbia Univ. Press. 1934. Mimeo- 
graphed.) 

aa D. Contributions of holding companies toward developing the use of 
eleciricity. Statement filed with the Committee on Interstate Commerce, Senate 
of U. S., May 3, 1935. (Washington: Supt. Docs. 1935. Pp. 25.) 
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WILKIE, W. L, Govérnment and the public utilities. (New York: Author, c/o 
Commonwealth and Southern Corp. 1935. Pp. 27.) 

National Association of Railroad and Utilities Commissioners: proceedings of 
forty-sixth annual convention, held at Washington, D. C., November 12-15, 
1934, (New York: Nat. Assoc. of Railroad and Util. Commissioners. 1935. 
Pp. xii, 500.) 

The verdict of the public opinion on the case of thé public interest vs. the abuses 
of patent pool monopolies. (New York: American Economic Foundation. 
1935. Pp. 31. ' 

i A ak of expressions of opinion by industrial leaders and college pro- 
essors. 


Labor and Labor Organizations 


Wages in Sweden, 1860-1930. By Gésta BAGGE, ERIK LUNDBERG and 
INGVAR SVENNILSON. (London: P. S. King. 1933. Pp. 579.) 


This careful volume in the Stockholm Economic Studies is a worthy addi- 
tion to that series and bears out the promise of Dr. Myrdal’s earlier work 
in the same series on the cost of living in Sweden during the century 1830- 
1930. A great deal of ingenuity has been used in collecting original wage 
data from a large number of separate concerns and in combining these with 
wage material collected by the government. Fairly satisfactory series have 
thus been obtained for both hourly and yearly earnings in manufacturing 
and mining as a whole and for each of the major manufacturing industries. 
In a later volume, wage data for government and municipal service and for 
agriculture and forestry will be published. 

The following table shows the general movements of average annual 
wages since 1860 and, when divided by the indexes of living costs, the rela- 
tive movement of real wages. For the sake of brevity, I am giving only the 
data for every tenth year up to 1910, but from then on I am giving annual 
figures. 

Taken as a whole, this series shows that real annual wages at the out- 
break of the war were approximately two and a half times what they had 
been during the sixties. They fell markedly during the war, being about 
20 per cent less in 1917 and 1918 than they had been during 1913 and 
not until 1923 do they permanently reach their pre-war level. During the 
seven ensuing years the earnings of employed workers rose markedly, until 
in 1930 they were approximately 27 per cent above their 1910-1913 
average and were slightly over three times the average for the sixties. 

It is interesting to note that in 1928 the average real annual earnings of 
these employed workers were 52 per cent greater than during the decade 
1890-1899, whereas the corresponding gain in American manufacturing ac- 
cording to my studies was 34 per cent and for bituminous coal mining 44 
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Tass r. Movement or ANNUAL EARNINGS IN MANUFACTURING AND MINING IN SWEDEN, 1860-1930 


Relative Earnings of Employed Workers 
Average Annual IQIO-I9I3 = 100 
Year Earnmgs (in 





* The series was spliced in 1914 to that of the Social Board of the Swedish Government. 


per cent. Due to the decrease in the number of hours worked per week, the 
relative gain in real hourly wages has been greater than for average annual 
earnings. These rose from 33 in 1860 (in terms of 1910-1913 — 100) 
to 49 in 1880 and to 80 in 1900. By 1920 they were 139 and by 1930 they 
were 169. They therefore quintupled in the course of 70 years. 

In forthcoming volumes not only will further wage series be given, but 
indexes of production will also be worked out. We shall, therefore, have 
an extraordinarily full record of the economic progress of Sweden during 
the last three-quarters of a century. If it is possible only to compute indexes 
of capital and savings during this period, then we may also work out an 
equation of production for Sweden and measure the approximate marginal 
productivity of labor and capital. We may also test the expected theoretical 
results with the actual movements of wages and interest and with the dis- 
tribution of the national income and thus determine the degree to which 
the different results check with each other. 

To my mind, such studies as these are, if properly used, vital to any real 
progress in the theory of distribution; and one can only hope that the able 
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Swedish scholars will push their studies to a point where they can be 
utilized for these results. In the meantime, they are to be congratulated for 
the excellent work which they are doing. 

eS PAUL H. DOUGLAS 
University of Chicago 


Cases on Labor Law. By JAMES M. Lannis. (Chicago: Foundation Press. 
1934. Pp. xiv, 718. $7.50.) 

Just as The Labor Injunction, by Frankfurter and Greene, The Govern- 
ment in Labor Disputes, by Witte, and The Principles of Labor Legislation, 
by Commons and Andrews, stand out as the most important American 
treatises on labor law, so Professor Landis’s volume is likely to be regarded 
as the most important casebook now available in the field. There is only- 
one other book, Professor Sayre’s Cases on, Labor Law, published in 1922, 
which deserves comparison with it. The fact, however, that the present 
volume incorporates considerable material which has come into existence 
since that year makes it the more useful work. 

The entire subject of labor law is not covered by Professor Landis. In 
his preface he says: 


The problems of labor law, as popularly conceived today, apart from such issues 
as group themselves about the constitutionality of social legislation, at bottom 
resolve themselves into a consideration of the extent to which combinations may 
pursue variant policies. The element of concerted effort as distinguished from 
individual action dominates the field, and requires for exploration of its basis 
knowledge of the conditions of modern industry and the rise of combinations to 

grapple with its ae This phase of labor law finds practically no treatment 
a the traditional legal curriculum. On the other hand, it presses upon practice 
and theory for consideration. 


As a consequence of the limitation which Professor Landis had set for 
his casebook, no consideration ts given to the questions relating to the con- 
stitutionality of labor legislation, the material being confined to matter 
directly related to the activities of labor organizations and of employers in 
dealing with them. Unfortunately Professor Landis has so strictly limited 
his field that no attention is given to the legal prohibition of strikes, nor 
to compulsory arbitration. Because of this no more than a footnote is de- 
voted to the very important decision of the Supreme Court in the case 
of the Texas and New Orleans Railway (281 U.S. 548, 1930). 

With the exception of Chapter 1, which is an historical introduction writ- 
ten by the author, the volume is devoted to a reprinting of important de- 
cisions and statutes. Many of these are very recent. Despite this, however, no 
important older material is omitted from the volume. In general the de- 
cisions are given in complete form. The author has included many pertinent 
notes citing extensively both the legal and economic material relevant to the 
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discussion in the text. The student using this book will find that by com- 
bining the use of the material actually reprinted with a study of that re- 
ferred to in the footnotes he will be able to acquire a thoroughgoing ac- 
quaintance with the literature in the, field of the law of labor combinations. 

The first chapter is an excellent treatment of the development of the law 
relating to labor activities in Great Britain and the United States. The author 
takes issue with the Webbs and Professor Sayre as to the state of the Eng- 
lish law respecting joint action by laborers before the passage of the Com- 
bination acts of 1799 and 1800. It has generally been declared that these 
acts had the effect of changing the legal status of concerted action. Pro- 
fessor Landis argues persuasively that the effect of the Combination acts 
was only to crystallize the prevalent judicial attitude into statute law. He 
points out that though the decisions in Rex v. Journeymen Tailors of Cam- 
bridge (1721) and Rex v. Eccles (1783) were the only pronouncements 
by important courts during the eighteenth century to the effect that a com- 
bination to increase wages was an unlawful conspiracy, there was a con- 
siderable number of cases of lesser importance in which the same position 
was taken. As proof Professor Landis cites indictments which were brought 
in the years 1761, 1765, 1770, 1786, 1798, and 1799. In this connection 
it is pertinent to note that Recorder Levy, in the decision in the Cord- 
wainer’s Case, rendered in 1806 in Philadelphia, declared that under the 
common law a combination to raise wages was an unlawful conspiracy. 

This first chapter shows clearly the differences between the English laws 
of 1799 and 1800 and those between the laws of 1824 and 1825, differences 
which are generally passed over too lightly by writers on the subject. The 
author shows the connection between the attitude of the courts and the 
actual economic and social conditions of the time, the latter giving rise to an 
increasing power on the part of trade unions and a consequent desire on 
the part of the ruling class to prevent the expansion of this power. The 
chapter, which is as illuminating in its treatment of the American situation 
as of the English, is marked by one inaccuracy. Professor Landis asserts 
that the British General Strike of 1926 brought about, in part, the over- 
throw of the Labor Government (p. 26). There was of course no Labor 
Government ruling Great Britain in 1926. 
EDWARD BERMAN 
University of Ilinois 


The Origins of the International Labor Organization. Vol. I. History. Vol. 
II. Documents. Edited by JAMES T. SHOTWELL. (New York: Colum- 
bia Univ. Press. 1934. Pp. xviii, 497; xii, 592. $10.00.) 

These volumes give the authoritative history of the origins of the Inter- 
national Labor Organization of the League of Nations. As Dr. Shotwell 
points out, this publication deals with “one of the great constructive efforts 
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of the Peace Conference at Paris (and) one which has best stood the test 
of succeeding years.” This organization has brought about nearly six hun- 
dred ratifications of labor treaties. The fact that the United States in June, 
1934, became a member of the Organization adds to the interest in these 
volumes. l 

The material in Volume I, History, is presented in four parts. Part 1 
covers the “Background”; Part 2 treats “The Peace Conference”; Part 3 
discusses ‘“The Washington Conference”; and Part 4 considers "Labor in . 
the peace treaties.” To this are added fourteen appendices (45 pages) 
giving documents bearing upon the earlier history of international labor 
legislation, covering the period 1885-1906. 

While the historical survey provided in Part 1 (80 pages) brings to- 
gether very little that was not already available in several sources, the treat- 
ment is exceptionally useful in giving one the interpretation of writers who 
are recognized authorities on their respective subjects. The place of the 
International Association for Labor Legislation in the pre-war period is 
developed by Sir Malcolm Delevingne. He accounts for the ineffective- 
ness of the Association in view of the fact that “it was representative 
neither of employers’ organizations, nor of workers’ organizations, nor of 
governments” (p. 49). Nevertheless the basic ideas of the present Inter- 
national Labor Organization—namely, periodic conferences, a central or- 
ganization, and supervision of the conventions which are formulated, came 
from the pre-war experience. Mr. Riegelman’s chapter on war-time social- 
ism will be of special interest. He points out that it was Gompers who 
gave to Part XII of the Treaty its Magna Charta of Labor. “The Constitu- 
tion of the United States was never invoked to greater advantage than by 
Mr. Gompers in bis opposition to anything resembling international social- 
ism” (p. 77). 

Part 2 (200 pages) on “The Peace Conference” traces the preliminary 
work in creating the International Labor Organization. It is significant to 
see the unequal degrees of interest manifested by the French, German, 
English, and American governments in the problem of international labor 
legislation, Neither a plan comparable to the French, British, or German, 
nor an interest in the international aspects of labor had developed in 
America. It is particularly illuminating to note that the German govern- 
ment proposed an organization authorized to arrive at binding resolutions 
—and this proposal at a time when it was overwhelmed with economic 
blockade and revolution at home! 

Part 3 (86 pages) discusses “The Washington Conference.” This dis- 
cussion is of special importance to the student of international organiza- 
tion and collaboration. As Mr. H. B. Butler, who served as secretary- 
general of the Conference and who is now the director of the International 
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Labor Office at Geneva, points out, it was this first meeting which gave the 
constitutional devices of Part XIII of the Treaty its “practical test” (p. 
305). A chapter by Professor S. M. Lindsay on American collaboration is 
particularly valuable to the student of American labor policy. 

Volume II, Documents, includes “almost all those (documents) which 
are necessary for a study of the drafting of the constitution of the Inter- 
national Labor Organization.” This volume gives a collection of 81 docu- 
ments arranged chronologically beginning with 1914. 

C. J. RATZLAFF 

Lafayette College 

NEW BOOKS 


BAKER, H. A trade union library: selected book list and sources of current in- 
formation for the trade union executive. (Princeton: Princeton Univ. Indus- 
trial Relations Section. 1935. Pp. 26. 50c.) 

BRAATOY, B. Labour and war: the theory of labour action to prevent war, (New 
York: Peter Smith. 1935. Pp. 216. $2.75.) 

Cross, I. B. A history of the labor movement in California, Univ. of California 
pubs. a econ., vol. 14. (Berkeley: Univ. of California Press. 1935. Pp. xi, 
354. $4.) 

_ The history of labor relations in California seems to be almost the opposite 
of the history in Eastern states. California started with the amazingly high 
wages of the gold rush, to which labor, as Cross observes, looks back as a 
golden age. But Eastern labor starts with amazingly low wages from which 
it slowly raises itself. The two nations, as it were, were not economically united 
until after the first transcontinental railway in 1869. Thereafter the Atlantic 
and Pacific movements are more or less affiliated. 

But there always existed in California an extreme and sudden oscillation 
between labor dictatorship and employer dictatorship, scarcely seen elsewhere. 
It seems that communism never got a hold in California, but there was no 
part of the country where class conflict was as outspoken and belligerent. Com- 
plete victory or complete defeat, full employment or drastic unemployment, 
were the accepted alternatives of a nation of frontiersmmen. Nowhere else in 
the country did race conflict become so violent within the labor movement, 
and not until the Chinese began to go out on strikes did employers become 
somewhat reconciled to the passage of federal Chinese exclusion laws. 

The main investigations for this book closed with the year 1901, when the 
features of present-day labor relations were clearly seen, but Cross carries his 
description and interpretation down to the present time. The book is a notable 
piece of research, fully documented, but filled with his personal interviews 
with many of the nineteenth-century leaders in their old age or with others 
acquainted with them. Quite outstanding are the personalities of the leaders, 
supplemented by illustrations and portraits, While building solidly upon an 
immense array of details, the author rises to interpretations, conclusions and 
the unique drama of the situation. 

JOHN R. COMMONS 


Davis, E. Recent trends in vacation policies for wage earners. (Princeton: Prince- 
ton Univ. Industrial Relations Section. 1935. Pp. 23, mimeographed.) 
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Dvorak, B. J. Differential occupational ability patterns. Employment Stab. Res. 
Inst. ser., vol. 3, no. 8. (Minneapolis: Univ. of Minnesota Press. 1935. Pp. 
46. $1.) 

GLÜCK, E. Introduction to American trade unionism. (New York: Affiliated 
Schools for Workers. 1935. Pp. 95. 35c.) 

Contains questions for discussion and brief bibliographies. 

JOHNSEN, J. É, compiler. Collective bargaining. (New York: Wilson. 1935. 
Pp. 261.) 

Ma DONALD L, and STEIN, E. The worker and government. (New York: Af- 
filiated Schools for Workers. 1935. Pp. 141. 35c.) 

Describes protective labor laws and agencies involved in labor disputes. 

PATTERSON, S. H. Social aspects of industry: a survey of labor problems and 
causes of industrial unrest. 2nd ed. (New York: McGraw-Hill. 1935. Pp. 
xviii, 578. $3.) 

POLLAK, K. H. Can the work-week shrink and wages grow? Present problems 
in the light of the past. (New York: Affiliated Schools for Workers. 1935. Pp. 
36. 25c.) . 

Written for use by preparatory classes in Bryn Mawr Summer School for 
Women Workers in Industry. Sympathetic with organized labor. 

SPENCER, W. H. Collective bargaining under section 7(a) of the National In- 
dustrial Recovery act, (Chicago: University of Chicago Press. 1935. Pp. ix, — 
89. $1.) 

Primarily an analysis of the decisions of the Labor Board. “It does not pur- 
port to pass judgment upon the wisdom of collective bargaining.” Author is 
chairman of the Chicago Regional Labor Board. 

WILSON, F. G. Labor in the League system: a study of the International Labor 
Organization in relation to international administration. (Stanford University: 
Stanford Univ. Press. London: Oxford Univ. Press. 1934. Pp. xii, 384.) 

International Labour Conference, nineteenth session, Geneva, 1935: report of 
the director. (Geneva: Internat. Labour Office. 1935. Pp. 91.) 

International Labour Conference, nineteenth session, Geneva, 1935: summary 
of annual reports under Article 408. (Geneva: Internat. Labour Office. 1935. 
Pp. 290. 

Thel nternational Labour Organization: membership of the United States and its 
possibilities. Internat. conciliation no. 309. (New York: Carnegie Endowment 
for Internat. Peace. 1935. Pp. 46. 5c.) 

International survey of legal decisions on labour law, 1933, (Geneva: Internat. 
Labour Office. 1935. Pp. xlvii, 322. $3.) 

Interstate compacts in the field of labor legislation, Report of the New Hamp- 
shire Commission on Interstate Compacts Affecting Labor and Industries. 
(Concord: State House. 1935. Pp. 45. 

A menace to the automobile business and to all industry and trade. (New York: 
Automobile Manufacturers Assoc. 1935. Pp. 8.) 

Ohio State Employment Service: statistical report, 1934. (Columbus: State House. 
1935. Pp. 76, mimeographed.) 

A detailed analysis of the operations of the public employment offices of 
Ohio. Tables show applications by sex, new and re-registrations, openings 
and placements. . 

Partial revision of the hours of work (coal mines) convention, 1931. 19th sess. 
rep. vii. (Geneva: Internat. Labour Office. 1935. Pp. 51.) 

Reduction of hours of work. Vol. I. Public works undertaken or subsidised by 
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governments. Vol. I. Iron and steel. Vol. UI. Butlding and contracting. Vol. 
IV, Glass-bottle manufacture. Vol. V. Coal mines. 19th sess. rep. vi. (Geneva: 
Internat. Labour Office. 1935. Pp. 69; 107; 107; 83; 79.) 

The thirty-hour week, Stud. no. 214. (New York: National Industrial Conf. 
Board. 1935. Pp. 23. $1.) 

The thirty-hour week would decrease a reduce the purchasing 
power of workers, and lower the standard of living. 

Vacations with pay for wage earners. Stud. no. 215. (New York: National In- 
dustrial Conf. Board. 1935. Pp. vii, 35. $1.) ; 

Half the vacation plans covering wage earners which were operating in 1931 
continued in force throughout the depression. Ten of the nineteen plans 
adopted since 1930 were started in 1934. 

Wanted: skilled labor. Stud. no. 216. (New York: National Industrial Conf. 
Board. 1935. Pp. vii, 37. $1.) 


Money, Prices, Credit and Banking 


The International Money Markets. By Joun T. MADDEN and MARCUS 
NADLER, (New York: Prentice-Hall. 1935. Pp. xii, 538. $5.00.) 


The first five chapters of this study, which are general in nature, present 
an analysis of the rôle of gold in international transactions, a description 
of the international short and long-term money markets, and an account 
of their collapse. The remainder of the volume treats of the money markets 
in New York, London, Paris, Berlin, Amsterdam and Zürich. The last 
section was prepared by Mr. Ernest Schwarzenbach. The term “money 
market” is defined broadly and the several sections treat not alone of the 
divisions, interrelations, technique, and operations of the short-term and 
capital markets but also of central and commercial banking organization 
and practices. The bank statements of central and commercial banks are 
given careful analysis. 

In the first part of the study, the authors give particular emphasis to the 
abnormalities which developed in international finance through the post- 
war period. The trend toward economic self-sufficiency, the currency dis- 
orders, the shuttling about of short-term balances, have thrown out of 
adjustment the delicate mechanism of the international gold standard and 
credit systems. The conclusion is reached that the resulting monetary and 
credit chaos in no wise depended on a shortage of gold. The problem has 
become one of oversupply. 

In the discussion of the United States, the decline of New York as an 
international financial center is attributed to lack of experience on the part 
of the banking community. The present influence of the Treasury in the 
money market is emphasized and the inflationary dangers existent in such a 
situation recognized. It is concluded that the restrictive credit powers em- 
bodied in the Banking act of 1933 and in the Securities Exchange act of 
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1934 will not likely be exercised without the acquiescence of the Adminis- 
tration. Hence the surveillance of credit more than ever has been put under 
political control. 

The serious problem created by the decline of the Treasury bill in London, 
as well as the economy brought about in the amount and turnover of funds 
on the Stock Exchange through the use of fortnightly settlements, is noted. 
Exports of capital from France are rightly declared to have a political com- 
plexion. The conclusion is reached that Paris is not likely to develop as 
an international money market because it lacks an adequate financial sys- 
tem and economic base, and because of the inflexibility of the market. The 
effect on Berlin of the change in status from a creditor to a debtor nation, 
the importance of the public funds in the money market, the measures taken 
to strengthen and to control the banking system, and recent changes in 
the statutes of the Reichsbank are given special attention. The develop- 
ment of the acceptance market in Holland and the control exercised by the 
central bank are noted. The use of the acceptance in Switzerland, the in- 
dependence of the commercial banks from the central bank and the pro- 
visions of the Federal Banking law of 1934 are indicated. 

The authors have succeeded in encompassing a vast amount of useful 
information in a readable volume. The work is well integrated and the 
different sections of a uniform quality, which is difficult to achieve in a 
study of such an ambitious character. 

A serious omission is the failure to discuss the operation of the Caisse 
des Dépôts et Consignations in the Paris money market, which is a very 
important institution and has no exact counterpart in any other money 
market of the world. In a larger volume the authors no doubt would have 
found opportunity to include some of the materials to be found in the 
twenty-odd reports of the committee appointed in Germany in 1933 to ex- 
amine into various aspects of the banking system. The absence, in certain 
instances, of footnote references to statistical tables makes the volume 
somewhat less useful to students, though their omission might have been 
intentional to give the work a less pedantic character. 


B. H. BECKHART 
Columbia University 


The Rôle of Money: What It Should Be, Contrasted with What It Has 
Become. By FREDERICK SopDy. (New York: Harcourt Brace. 1935. 
Pp. x, 214. $2.00.) 

The Rôle of Money is a chemist’s formula for the economic millenium. 
Compared with Mr. Soddy’s guarantees for his scheme, recovery from the 
depression is bashful temporizing. His will done, and consumers can reap 
to the full the benefits of up-to-date technology unhampered by an archaic 
distributive system. 
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Laboratory scientist by professional training, Soddy has evidently sub- 
jected his reform program to tests even less rigorous than the economists 
he despises might apply. He contends that no far-reaching change in the 
economic structure is necessary and that his proposals are of the simplest. 
Yet he proceeds to blue-print government price-fixing and ownership of 
capital equipment if not a complete socialist state. Our guess is, however, 
that Soddy had no intention of being carried away so completely by his 
enthusiasm for the Age of Plenty. In his more lucid passages one gains the 
impression that it is essential to change only the technique of monetaty 
issue and control. There is no mistaking his conviction that the fractional- 
reserve principle of banking, central banking of the current mode and 
narrow exchange-rate stabilization must be shunted aside and govern- 
mental money management substituted. Otherwise, stability of the cost of 
living, the synonym of abundance, will be out of the question. For good 
measure, existent debts, national and private, might well be redeemed out of 
government revenues, new short-term lending prohibited, interest rates re- 
duced or outlawed and, inexplicably, free competition required. 

It is not at all surprising that Soddy’s outline of policy is muddled. The 
conceptual basis is an indiscreet mixture of orthodoxy and lay conjecture. 
Money is a “nothing,” a “something,” a credit, a claim on wealth which 
does not exist. The quantity theory is a fraud (because bankers conceal 
the relevant statistics) , though by means of changes in the volume of money 
trade cycles can be induced or the prices of consumption goods stabilized. 
Since physical capital is indispensable to a prospering economy, capital 
debt is permanent. The interest rate is a device of exploitation, with no 
critical rôle in price determination. Banking systems deliberately promote 
crises and depressions to fatten profits from the bankruptcy of borrowers. 

Of course, Soddy is engaged in a strictly unscientific crusade. He is not 
interested in developing an academic hypothesis of price structures. Instead, 
his theoretical system is especially devised to prove that the contemporary 
financial set-up is thievish and impoverishing. In a passionate disclosure of 
exploitation, it is difficult to retain a coolly questioning attitude. Nor does 
the typical layman’s impatience with the dialectics of the economist promote 
painstaking analysis. 

E. S. SHAW 

Stanford University 

NEW BOOKS 
ANDERSON, B. M., JR. A critical analysis of the book by Lauchlin Currie, Ph.D. 

“The digs and Control of Money in the United States.” Address before the 

New York Chapter of the American Statistical Association, April 26, 1935. © 

(New York: Chase National Bank of the City of New York. 1935. Pp. 32.) 
BADEN, A. L., compiler. R Greed : a Selected list of recent writings on 


‘a subject, (Washington: Library of Congress. 1935. Pp. 20, photostated. 
2.35.) 
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Beary, J. Y. How to understand banks. (Chicago: Chicago Business Pubs, 1935. 
Pp. 322. $2.50.) 

BERNSTEIN, E. M., Money and the economic system. (Chapel Hill: Univ. of 
North Carolina Press. 1935. Pp. xi, 516. $3.) 

CALDWELL, S. A. A banking history of Louisiana. Diamond jubilee pub. stud. no. 
xix. (Baton Rouge: Louisiana State Univ, Press. 1935. Pp. 138.) 

A factual a fully annotated with bibliography. 
CORZELLE, C. The small loan racket. (South Bend, Ind.: Ahar 1934. Pp. 191. 


$2.) 
ENziG, P. The future of gold. (New York: Macmillan. 1935, Pp. x, 134. $2.) 


This is the third of Dr. Einzig’s eleven books on recent or current monetary 
problems to be reviewed within approximately six months in the American 
Economic Review. The first, Exchange Control, was reviewed in the March is- 
sue, and the second, France's Crisis, was reviewed in the June issue. 

The author had a fourfold purpose in writing this book: he has endeavored 
to forecast the London price of gold in the near and more distant future; he 
has attempted to predict the level at which sterling and other principal cur- 
rencies are likely to be stabilized; he has tried to make up his mind as to the 
type of monetary system that the leading countries are likely to adopt when 
returning to stability; and he has attempted to predict the tendency of gold 
and commodity prices after stabilization. 

Some of the arguments in this book have appeared from time to time in the 
author's daily “Lombard Street” column of the London Financial News. He 
states that he differs from most writers on the gold problem in that he con- 
bines both the theoretical and practical points of view. He. also asserts that 
he is less prejudiced than that “small and diminishing group” of orthodox 
economists and bankers who advocate a return to the gold standard as it op- 
erated in the past and those reformers who demand that the gold standard 
be abolished. He says that there is nothing fundamentally wrong with the gold 
standard; that if there were no such system it should be invented; that the 
gold standard failed in England in 1931 principally because of the scarcity of 
gold; and that the remedy lies in the drastic devaluation of sterling and other 
currencies. 

Dr. Einzig seems to be quite well aware of the dangers of forecasting and 
of the importance of the imponderables with which he deals. In general, he 
is not a foolish forecaster in this book. It appears that in his attempt to pre- 
pare a useful analysis for the man of the street he has protected hi in 
most instances by pointing out the chief factors which may invalidate his con- 
clusions. 

Considering his four main objectives, he concludes that the London price of 
gold will rise in the next year or two and that the long-run tendency will be 
in the same direction; he argues that currencies will probably be stabilized at 
lower levels of value, and says that it is an open secret that the British Treasury 
regards the rate of 4.86 as the level around which the sterling-dolar rate will 
have to settle; he believes that the leading nations will return to a gold standard 
in modified form; and he thinks that both gold and commodity ge will 
rise after stabilization, but not sufficiently to cancel out the margin of gold sur- 
plus created by devaluation. 

Written for the man of the street, the book would appear to serve a useful 
purpose although it has only a temporary value. American readers would find 
the author’s comments on the Roosevelt monetary policies interesting. Dr. Ein- 
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zig thinks that the President will either inflate the currency or devaluate fur- 
ther (p. 28). The book contains nine useful appendices. 
WALTER E. SPAHR 


FISCHER, O. C. Die Funktionen des Kredits und das Reichsgesetz über das Kredit- 
wesen, (Berlin: Junker und Diinnhaupt. 1935. Pp. 40.) 

FISHER, I. 100% money: designed to keep checking banks 100% liquid; to pre- 
vent inflation and deflation; largely to cure or prevent de pressions ; and to wipe 
out much of the national debt, (New York: Adelphi. 1935. Pp. xx, 212. 
$2.50.) 

Years have passed since Professor Fisher began his agitation for a stable 
dollar, but as yet no plan has been proposed which meets with general ap- 
proval. Now the author in his latest book—100% Money—suggests the ado 
tion of a plan which, in addition to assuring a stable dollar, would greatly 
simplify and stabilize banking operations, and would virtually abolish booms 
and depressions. 

The plan by which these results are to be secured is to “let the government, 
through an especially created ‘Currency Commission,’ turn into cash enough 
of the assets of every commercial bank to increase the cash reserve of each 
bank up to 100% of its checking deposits.” Thus “the demand deposits would 
literally be deposits, consisting of cash held in trust for each depositor. . . 
The checking deposit department of the bank would become a mere storage 
warehouse for bearer money and would be given a separate corporate exist- 
ence as a Checking Bank.” 

The banks would no longer be in effect “private units” pyramiding credit 
up to ten times of its base. The money function would be surrendered to the 
government, the banks would confine their business to the loaning of their 
savings deposits. These would be non-checking. 

“One reason why bankers in general will oppose the 100% system,” says 
the author, “is that they do not realize the fools paradise in which they are 
now living because of the 10% system.” 

It is difficult in a few words to give Fisher’s reasons for advancing his 100% 
money plan. The plan itself is simple, and apparently the mechanics of its 
operation also is simple; but, after all, it is a radical proposition. However, 
coming from Fisher after he has discussed it for over a year with economists 
and bankers of standing, it should not lightly be brushed aside. Both our cur- 
rency and banking methods are capable of improvement. If the author is right 
in his expectation that his plan will eliminate runs on commercial banks, largely 
cure or prevent depressions and wipe out much of the national debt, then 
more power to him. The book should be carefully read by those interested in 
finding a solution for our present-day monetary and banking problems. 

Harvey E. Fisk 


GESTRICH, H. Geldpolitik und Weltwirtschaft: eine Untersuchung der welt- 
wirtschaftlichen Konsequenzen monetarer Konjunkturpolitik. (Berlin: Junker 
uad Dünnhaupt. 1934. Pp. 65.) 

Gross, R. A measured economy. (Boston: Christopher Pub. House. 1935. Pp. 
63. $1. ; 

GRUBE, i Pfund und Dollar: die Rickwirkungen der englischen und amerikani- 
schen Wahbrungsentwertune auf private deutsche Geldschulden. (Berlin: Ver- 
lag fiir Sozialpolitik, Wirtschaft und Statistik. 1935. Pp. 106.) 
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GUTHRIE, J. The Douglas social credit proposals simply explained. (Coventry: 
Douglas Social Credit Assoc. 1934, Pp. 32. 1s.) 

Haney, L. H. How to understand money. (New York: Farrar and Rinehart. 
1935. Pp. 33. 25c.) 

HIMADEH, S. B. Monetary and banking system of Syria. (Beirut: American Uni- 
versity. 1935. Pp. xix, 367.) 

James, F. C. The economics of money, credit and banking. 2nd ed., rev. and enl. 
(New York: Ronald. 1935. Pp. xvii, 678. $4.) 


Recent economic ills have emphatically demonstrated the futility and logical 
inconsistency of discussing money, credit and banking apart from the broader 
aspects of political policy and social life. Even more than in his first edition, 
Professor (ae deviates from the traditional technological and descriptive 
textbook style and proceeds “directly to the discussion of the financial system 
as a working machine” to present “a clear understanding of the theory and 
philosophy underlying current (money, credit and banking) policies.” 

In adding 200 pages to the first edition, the author has practically written a 
new book, dok the fact that he has modestly given it the nomination of a 
second edition. The style of the new book is superior, the collateral readings 
are extended as well as brought up to date, and the arrangement of the volume 
is improved. ea have been added upon monetary inflation and stabiliza- 
tion; world problems of mal-distribution of bank reserves receive more atten- 
tion; changes in the banking system of the United States under the “New Deal” 
have been incorporated, although nothing beyond speculative evaluation of 
their significance is or can be made at the moment. The World War is still 
retained as the principal disturbing event in the background of the present 
problems of money, credit and banking. Increased employment of statistical 
tables and charts gives to the new edition an unusual clarity and attractiveness 
to the student. 

F. F. BURTCHETT 


KENT, F. I. Monetary policies. (Minneapolis: Univ. of Minnesota Press. 1935. 
Pp. 26. 25c.) 
an lecture delivered at the University of Minnesota by the chairman of the 
Commerce and Marine Commission of the American Bankers Association. 
LAYTON, W. T. and CROWTHER, G. An introduction to the study of prices. 
(New York: Macmillan. 1935. Pp. xiv, 280. $4.) 

This is the second edition of an early work by Walter Layton, now editor 
of the London Economist (reviewed by Wesley C. Mitchell, American Eco- 
nomic Review, vol. u, September, 1912, pp. 660-661). Geoffrey Crowther has 
added one chapter on inconvertible currencies and two on price history since 
1914, rewritten the chapter on “General considerations,” made minor re- 
visions elsewhere, and carried the statistical appendices to the end of 1933. 
As it stands now, one-third of the text relates to the general theory of money 
and prices and two-thirds to price history. Brief but usable bibliographies 
follow each chapter and appendix. 

In the historical sections of the book is found the most convenient short 
account of price movements since 1820. The emphasis on this topic (the basic 
chapter on monetary theory being entitled a ‘“Digression”) is perhaps due to 
the origin of the work in a series of lectures in honor of William Newmarch, 
co-author of Tooke’s History of Prices. Unlike this classic, the authors at- 
tribute changes in the price level chiefly to monetary causes, especially gold 
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production. Each of the principal secular trends in prices between 1820 and 
1914 is described in a chapter, the movement of money and real wages and 
the prices of leading commodities receiving special notice. Some of the rea- 
sons given for changes in the price level seem unimportant-—e.g., abandonment 
of cultivated land by the gold-seekers of 1849 (p. 70), absorption of money 
in financing imports from distant countries (p. 87). Most space is devoted 
to British and world conditions since 1914—no secular trend being distin- 
guished—and there is a clear discussion of the post-war gold standard. 

As would be expected of a book first published as a text for workers’ 
classes, the SOS discussion is in simple terms, although generally sound so 
far as it goes. Difficult problems are posed without being ARB g., can an 
index number be constructed to represent the general price level; should sta- 
bility of exchange rates be sacrificed to stability of prices? Over-simplification 
lends some of the arguments an air of unreality—e.g., that circulation of gold 
coins makes daa respond quickly to gold imports and exports (p. 53). A hint 
is dropped that the worst price fluctuations have had cyclical causes (p. 212) ; 
but it is not followed to the logical conclusion that purely monetary remedies 
would be ineffective. 

The appendices contain brief discussions of index numbers and gold pro- 
duction; forty historical tables on British, American, French, German and 
world prices, wages, money, and commodity output; and four charts, the larg- 
est of which compares British wholesale prices and world gold production since 
1800, with annotations, 

The discussion is readable and requires no advanced economic training; and 
the book should continue to command its following among those seeking an 
“introduction” to the study of prices. 

SIMON N, WHITNEY 


LUTHRINGER, G. F. The gold-exchange standard in the Philippines. (Princeton: 
Princeton Univ. Press. 1934. Pp. xvii, 291. $3.) 


The history of the Philippine currency from 1906 to date is told in great 
detail in this monograph. The author’s style is clear if not distinguished, and 
the reader has no excuse for misunderstanding either the incidents making up 
the history or the monetary principles which have been used in judging the 
administration of the Philippine system. To the orthodox theorist this mono- 
graph will be entirely acceptable feats it demonstrates the effectiveness ‘of 
“correct” principles even though sometimes they are stupidly applied. 

The first chapter is a summary of Part 3 of Kemmerer’s Modern Currency 
Reforms, and outlines the essential pieces of legislation that lie at the base of 
the Philippine system. The next four chapters provide in detail an account of 
the operation of the system from 1906 to 1918, and Chapter 10 continues 
the history from 1923 to 1932. The main effort of the monograph, however, 
containing 128 pages, is devoted to the currency crisis between 1918 and 1921. 
It concludes with two chapters, one of them a statement of the fundamental 
problems followed by recommendations, and finally a summary chapter which 
seems to the reviewer a model achievement—six pages long and including 
aii that the average professional and lay reader needs to know about the 
subject. 

The gold-exchange standard for the Philippines was set up in 1903 to pro- 
vide “a mechanism for maintaining the parity of the silver peso with the theo- 
retical gold peso consisting of 12.9 grains of gold .900 fine, a unit with a 


572 Reviews and New Books [September 


gold content precisely half that of the dollar at that time” (p. 256). To 
Ei ort this system a Gold Standard Fund was established. This fund was 
held partly in Manila in the form of silver A and partly in the United 
States in the form of dollar deposits in banks, The purpose of the Gold Standard 
Fund was to maintain the currency of the island at par with the theoretical 
gold peso and therefore with the dollar. This was accomplished by the mech- 
anism of selling drafts on the dollar deposits in the United States and hold- 
ing the receipts in the Manila part of the fund; similarly the deposit banks 
in the United States sold drafts on the Manila part of the fund in exchange 
for dollars to be deposited to the credit of the fund in the United States. From 
this policy two desirable consequences were sure to follow—v7z., an adjustment 
of the currency in the Philippines to the needs of trade, and the maintenance of 
the parity with gold of the ee medium in the Islands. 

The crisis of 1919 to 1921 was due to the use of the funds received from 
sales of drafts on the dollar part of the fund to expand the Philippine cur- 
rency, and the Philippine National Bank was the main agency through which 
this was accomplished. The result was not only a great expansion of the cur- 
rency and a more than corresponding rise in the aps index, but the departure 
of its value from par. The reform legislation of 1922 provided for a return 
to the system set up in 1903. The author has little criticism to make of the - 
operation of the currency system since that date except that its reserves have 
been more than ample and therefore wasteful. 

The appendices contain useful statistical tables and charts and a few docu- 
ments, There is a carefully selected bibliography and an index. 

W. W. McLaren 


McKeown, T. D. and LANGELUTTIG, A. Federal debtor relief laws. (Chicago: 
Foundation Press. 1935. Pp. xi, 237. 

MCLAUGHLIN, R. Banks: an essay adapted for the use of schools. (Boston: 
Christopher Pub. House. 1934. T 32.) 

MEULEN, H. Free banking: an outline of a policy of individualism. (London: 
Macmillan, 1935. Pp. xiv, 429. 7s. 6d.) 

MorGAN-WEBB, C. The money revolution. (New York: Economic Forum. 1935. 
Pp. 289. $2.) 

MUELLER, FE., JR. Losses in bank earning assets. (Cambridge: Bankers Pub, Co. 
1935. Pp. 201. $3.) 

RiraaT, M. A. Monetary system of Egypt. (New York: Macmillan. 1935. Pp. 
206. $2.50.) 

ROBINSON, G. B. Monetary mischief. (New York: Columbia Univ. Press. 1935. 
Pp. xiv, 188. $2.) 

ROBINSON, L. N. and NUGENT, R. Regulation of the small loan business. (New 
York: Russell Sage Found. 1935. Pp. 284. $3.) 

SHRIGLEY, I., editor. The price of gold: documents illustrating the statutory con- 
trol through the Bank of England of the market price of gold, 1694-1931. 
(London: P. S. King. 1935. Pp. ix, 108. 7s. 6d.) 


SIEBERT, B. Drei Jahre r in England: eine Studie über die 
Ursachen und Folgen der Pfundkrise und die englische Wabrungspolitik seit 
der Goldsuspension 1931-34. (Berlin: Heymanns. 1935. Pp. viii, 114. RM. 5.) 

Dr. Siebert has written an orderly and impartial account of the causes and 
consequences of Great Britain’s suspension of the gold standard in 1931. Look- 
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ing at the country’s crisis from one angle, he finds her blindness to the changes 
in the international economy, her slowness to discover that the days of her 
| penetration into foreign countries were past, an zap of the finan- 
cial emergency of September, 1931. More specifically, he lays great emphasis 
upon two influences: the return to gold at pre-war parity in 1925, and the 
inflexibility of internal prices in Great Britain. Like many foreign critics, among 
whom Professor André Siegfried has been one of the most vigorous, Dr. 
Siebert stands amazed before the rigidity of wages, fiscal requirements, un- 
employment relief, and industry’s fixed charges. Then came the suspension of 
the gold standard, with happy results for Great Britain. The burden of fixed 
charges of all types was lessened and, thanks to the lower position of sterling 
on the foreign exchanges, exports were increased. Naturally, aided by these 
forces, British industry began to prosper and still prospers. To Dr. Siebert 
Britain's economic future looks bright. 

Both the history and the prophecy are written with great restraint, in view 
of the fact that the author believes the effect upon Germany's exports, and 
therefore upon Germany’s whole economy, to have been harmful, at least for 
the time being. The little volume stands up well in comparison with some of 
the lighter financial studies now being published by British observers. In 
quoting British writers Dr. Siebert does not always, to be sure, distinguish be- 
tween the most reputable and the most prolific; but thanks to a sound instinct 
for facts and figures (with which the book is packed) his book can render a 
reliable service to both specialists and general readers. 

ALZADA COMSTOCK 


SOMMARY, F. Bankpolitik, (Tübingen: P. Siebeck. 1935. Pp. 384. RM. 12.50.) 

STUEBEL, H. Staat und Banken im preussischen Anlethewesen von 1871-1913. 
(Berlin: Carl Heymanns. 1935. Pp. 117.) 

WARREN, G. F. and PEARSON, F. A. Gold and prices. (New York: Wiley. 1935. 
Pp. vii, 475. $5.) 

Warren and Pearson have not recanted. Gold and Prices is a confident 
affirmation of its predecessor, Prices. “Repetition” would be the appropriate 
term, if it were not for the slight rearrangement of material and the arrays of 
more timely index numbers. In substance and style it is all familiar reading. 
It is possible that the restatement of the authors’ position is purposeful. The 
gold-price policy of 1933-1934 was successful as guaranteed, averting a pro- 
tracted and devastating deflation. The price of gold must not now be fixed 
once and for all, if the sequence of boom and collapse is not to be repeated. 
The time to plan for stabilization has arrived. There is still work to be done 
with the one reliable, fool-proof device, the price of gold, and Warren and 
Pearson intend that it shall not be tossed aside. 

In switching emphasis from recovery to stabilization, the authors employ a 
typical technique to rationalize their well known doctrines. They continue to 
bend the knee before the simple trend line and complex tabulation of indices; 
they interpret the figures with fine liberality, scanning the averages care- 
fully only when stubborn figures point to unsatisfactory conclusions; they ignore 
alternative interpretations of data. Statistically, they twist the raw materials to 
fit their preconceptions. The reader is already aware that the hypotheses do not 
endure narrow inspection. No matter how clever the use of the crude form 
of purchasing power parity doctrine, it is impossible to reason rightly that the 
value of gold is a major price-determinant in a non-gold-standard country. 
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For so long as interest rates fluctuate, stability of wholesale prices is not synony- 
mous with pe equilibrium. 

Warren and Pearson hold no brief for most phases of the government's 
recovery program. Output restriction, silver subsidies, federal reserve credit 
measures, the return to gold are caustically criticized. The reader is given clearly 
to understand that the capitalistic, competitive system is sound to the core. If 
only the price of gold be varied and wholesale prices stabilized, there can be no 
occasion for unrest. 


E. S. SHAW 


WL, H. P. and CHAPMAN, J. M. The economics of inflation: the basis of 
contemporary American monetary policy. (New York: Columbia Univ. Press. 
1935. Pp. xi, 443. $4.50.) 

WOODWARD, D. B. and RosE, M. A. A primer of money containing the revised 
and up-to-date texts of a primer of money and inflation. Nee York: McGraw- 
Hill. 1935. Pp. xvii, 322. $2.50.) 

This is a revised edition of A Primer of Money, published i in 1932, com- 
bined with Inflation. “In presenting summary outlines of important monetary 
theories, the views of many schools are set forth, and their arguments for and 
against. In this ticklish business our ambition is to please no one, to be 
thwacked by both sides, best proof of impartiality.” 

Banco Central de Reserva del Peru: memoria, 1934. (Lima: Banco Central’ de 
Reserva del Peru, 1935. Pp. 76.) 

Federal Reserve Bank of Boston: twentieth annual report for the year ended De- 
cember 31, 1934. (Boston: Fed. Res. Bank of Boston. 1935. Pp. 30.) 

Foreign exchange regulations affecting exports. (New York: Manufacturers 
Trust Co. 1934. Pp. 31.) 

Das Reichsgesetz über das Kreditwesen mit Schlussbericht des Untersuchun g- 
SAUSSCHUSSES e das Bankwesen: systematische Darstellung des Gesetzesin- 
haltes. (Fr : Socictats-Verlag. 1935. Pp. 70.) : 


Public Finance, Taxation, and Tariff 


State and Local Taxation of Banks in the United States. By RONALD B. 
WELCH. Special Report of the New York Tax Commission, No. 7. 
(Albany: State House. 1934. Pp. 256.) 

This report covers the same ground as does The Taxation of Banks 
‘by Dr. Kimmel of the National Industrial Conference Board (reviewed 
in the June issue of the Review, pp. 366-367), and covers it much more 
completely. The almost simultaneous appearance of these two treatises 
invites comparison. Kimmel has described the trend of bank taxation from 
the Richmond Decision in 1921 to the present; but Welch provides in 
his first two chapters a more adequate historical background, which is valu- 
able if not indispensable to an understanding of this problem, growing 
out of our dual form of government. Welch also provides an adequate 
index and an extensive bibliography, both of which are lacking in kinel s 
book. 
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While Kimmel is mostly concerned with bank taxes based upon income 
and property, Welch treats every tax that could directly interest banks, 
including taxes on assets, taxes on shares of the general property tax or 
the classified property tax variety, taxes on or measured by income, taxes 
on deposits and notes, taxes on gross earnings, receipts or income. The 
theory of each tax is presented, and the tax is then applied to banks, a 
method which necessitates the incorporation of much material that could 
not possibly have been dragged through the editorial needle’s eye of the 
National Industrial Conference Board. To the theory of the corporate in- 
come tax, for example, is devoted an entire chapter, with scarcely a refer- 
ence to banks.The method, however, has yielded useful distinctions, espe- 
cially in case of the general property tax and income taxation. Welch has 
also recognized the necessity for studying other financial institutions than 
commercial banks. To say that this part of the book is inadequate implies 
no adverse criticism. For the complete treatment of the taxation of savings 
banks, buildings and loan associations, and the rest of the miscellany of 
financial institutions in existence must await much more research than has 
been done. 

In being comprehensive and specific the author has exposed himself 
to the hazard of errors in detail which, in this field, could hardly have 
been avoided by anyone. The Montana tax on state banks, for example, 
is confusingly if not erroneously described, at pages 19, 72 and 92, as being 
a tax “on assets” and a tax “on the shares.” Since these two bases are else- 
_ where set up as distinct, both terms should not be applied to the same tax. 
The fault is pardonable in view of the labyrinthine procedure for the com- 
putation of the tax base in this case. Also at page 72, Montana is cited as 
being, with the amendment of 1927, practically the last state to employ the 
“asset” basis. Whatever honor attaches to that distinction should go to 
Washington, where at present both national and state banks are taxed on 
their assets, and not on their shares. At page 154 Oklahoma is correctly 
stated to have adopted in 1933 an excise tax, and, at page 156, to have 
chosen not to include certain interest items as income. This casual statement 
fails to do justice to the “joker” in the act of 1933, by which a tax 
intended to be measured by income is turned into a tax on income, the 
difference between the two being a legal fiction substantial enough to prac- 
tically exempt Oklahoma banks from any tax other than on their real estate. 

But these errors of detail or infelicities of expression are apparently 
few and are mostly traceable to the unreliability of statutes and court de- 
cisions as sources of information. Thus in Kansas the statute prescribes 
a tax on the shares at the general property tax rate, but a federal decision 
limits the rate to five mills; and a state court decision has ordered the 
deduction from the residual value of the shares of all “tax-exempt” assets, 
under the 1930 act, but the Tax Commission has refused to allow this deduc- 
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tion under the practically identical 1931 act, and the banks have been “‘satis- 
fied” not to contest this refusal. Despite this trickiness of the sources the 
report is the best, and for some phases of this perennial problem the only, 
treatment available. 


JENS P. JENSEN 
University of Kansas . 


NEW BOOKS 


BARTON, W. E. and BROWNING, C. W. Federal income and estate tax laws, 
correlated and annotated. 6th ed. (Washington: Byrne. 1934. Pp. xviii, 660.) 

BLACK, C. C. Law of taxation, with special reference to its psn in the 
State of New Jersey, including dectstons of the United States Supreme Court, 
the state courts and statutes of New Jersey. 4th ed. (Newark: Soney and Sage. 
1935. Pp. 540.) 

BLAKEY, G. C. A history of taxation in Minnesota. (Minneapolis: Univ. of 
Minnesota Press. 1934. Pp. 86. 75c.) 

Mrs. Blakey sustains in this brief monograph the high standard of scholarship 
established in Taxation in Minnesota,’ of which it was originally a part. The 
69-page sketch constitutes a clear outline of the present state-and-local tax 
system in terms of its background. The plan of the report contemplates empha- 
sis on the comparatively recent happenings—not so much because these are 
deemed more important as because they are more complex. Mrs. Blakey has 
organized the report according to the dates when particular tax measures were 
originally enacted. Each leading tax or class of taxes is discussed in a separate 
section. 

Throughout the report Mrs. Blakey places striking emphasis on the con- 
tributions of certain individuals to the improvement of the Minnesota tax 
system. Thus, the honest effort made by Governor Johnson to appoint on the 
original Minnesota Tax Commission men who understood. taxation; the serv- 
ice of the original Commission chairman, Frank L. McVey (now President 
McVey of the University of Kentucky) ; and the long aad enviable records 
on the Commission of men like Samuel Lord and J. G. Armson—these are 
given a prominent place in the discussion. And students of taxation will doubt- 
less join the author in stressing the constructive influence of such men in the 
development and improvement in tax procedures and policies. 

James W. MARTIN 


Boppy, F. M. Federal expenditures in Minnesota. Day and hour ser. no. 11. 
(Minneapolis: Univ. of Minnesota Press. 1935. Pp. 22. 25c.) 
BREWSTER, K., Ivins, J. S. Y. and Puiurps, P. W. Taxation under the AA.A. 

(New York: Baker Voorhis. 1934. Pp. xi, 341.) 

GARLAND, J. M. Economic aspecis of Australian land taxation. (Melbourne: 
Melbourne Univ. Press, London: Oxford Univ. Press. 1935. Pp. x, 217. 10s. 
6d.) 

HAENSEL, P. American federal, state and local tax problems in the light of the 
recovery program. Reprinted from The Tax Magazine, 1934. (New York: 
Stechert. 1935. Pp. 29. 50c.) 

. Real estate taxation of the future. Model tax plan ser. (Los Angeles: 

Bureau of Municipal Research. 1935. Pp. 15.) 


* Studies conducted under the direction of, and edited by, Professor Roy G. Blakey. See 
the American Economic Review, vol. 23, June, 1933, pp. 349-50, for notice of this report. 
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HARRIS, J. P. County finances in the State of Washington, with particular at- 
tention to the financial problems of county welfare activities and unemployment 
relief. Pubs. in soc. sci., vol. 5, no. 4. (Seattle: Univ. of Washington Press. 
1935. Pp. 110. $1.) 

HOFFMAN, A. Die Besteuerung des Gewinnes der kaufmännischen Unterneh- 
mung im Ausland: England; Frankreich; Italien; Vereinigte Staaten. (Leipzig: 
Hans Buske. 1934. Pp. xi, 351. RM. 14.50.) 


This monograph is a comparative study, from the standpoints of business 
economics and tax administration, of the taxation of business profits in Great 
Britain, France, Italy, and the United States. While full of details and illus- 
trative material, it is no mere manual for the tax accountant or the German 
firm considering the establishment of foreign branches, although they would 
find it helpful. There is a brief discussion of the general tax scheme of each 
country, and the place of the taxation of business income in it. The schedule 
systems, collection or information at the source, exemptions and rate structures 
are briefly treated. For each country there are careful explanations of the law 
and administrative regulations and decisions relating to the definition of 
gross, net, and taxable income, deductible expenses, depreciation and other 
accruals, and the taxability of capital gains and losses. Where necessary, spe- 
cial attention is given to the tax liabilities of foreign enterprises. A concluding 
section compares the main features of the foreign systems with the German in- 
come tax, 

HENRY J. BIrrERMANN 


IRWIN, L. A., compiler. Taxes: borough, school, township and municipal. (Har- 
risburg, Pa.: L. A. Irwin, Inc. 1934. Pp. 80.) 

MARTIN, J. W., Macon, H. L. and AKERS, J. M. The personal income tax and 
the crediting device. Research report prepared for the Interstate Commission on 
Conflicting Taxation, (Chicago: American Legislators’ Assoc. 1935. Pp. 55.) 

Monat, H. R. The tariff on wool. Edited by J. R. Commons, B. H. HIBBARD 
and W. A. MORTON. (Madison: Tariff Research Committee. 1935. Pp. xxi, 
168. 50c.) 


This is the fifth in a series of sata ae on agricultural tariffs, spon- . 
sored by the Rawleigh Foundation. In the first part of the book Dr. Mohat 
resents a well balanced picture of the history of the wool tariff in the United 
tates and its political significance, the compensatory system and the concealed 
rotection which it gave to the manufacturing industry, and the history and 
ture possibilities of wool production here and abroad. The latter part of 
the book is devoted to an analysis of the relation of wool prices and the tariff, 
the benefits of the duty to agriculture, and the issues of public policy in- 
volved. Although the trend of per capita wool production in the United States 
has been downward for the last 60 years (pp. -50), consumption has fluctu- 
ated greatly with changes in business conditions (pp. 55-56), and Dr. Mohat 
believes the American demand for wool to have been “relatively elastic” 
e 78). This is contrary to the view of Dr. Mark Smith in his study on The 
arif on Wool, published by the Institute of Economics in 1926, that “there 
is a strong presumption that the demand for wool is inelastic.” Dr. Mohat 
estimates that 80 per cent of the effective wool duty falls on the American 
consumer in the form of higher prices, and 20 per cent upon foreign pro- 
ducers in the form of lower prices (pp. 125-6). The annual benefit of the duty 
to American sheep raisers in the period 1924-30, after a deduction of 
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$3,700,000 for the reduced price of mutton and lamb resulting from increased 
maa Po is estimated at about 20 million dollars—a surprisingly 
gure in view of the important rôle played by the wool duty in holding 
agriculture loyal to a tariff system constructed primarily for the benefit of in- 
dustry. Offsetting this with the estimated loss to the farmer as a consumer of 
wool, he arrives at 8 million dollars as the net annual benefit to agriculture from 
the wool tarif. In only 19 states, however, was agriculture a net beneficiary 
from the wool tariff, and on the average a farmer received no benefit from 
it unless he kept at least six sheep (pp. 147-52). The final conclusion is that 
“it is difficult to see any ground for the maintenance of duties upon wool 
from the viewpoint of sound public policy” (p. 163). | 
FRANK WHITSON FETTER 


NELSON, C. L., BLAKEY, G. C. and BLAKEY, R. G. Sales taxes, Pub. 48. (Min- 
neapolis: League of Minnesota Municipalities. 1935. Pp. 88. $1.) 

This is the best brief monograph on the subject of sales taxes so far written. 
The authors have gathered foes various recent publications significant ma- 
terial and have presented it in sie ee form. Although the presentation is 
mostly factual, opinions are expr . The first part is concerned with general 
sales taxes which are classified into four types: retail, general, gross receipts, and 
gross income. The second part, of equal size with the first, deals with the 
various selective sales taxes, or excises. Each tax is discussed separately, the 
discussion embracing in each case the history, main features, yield, and opera- 
tion of the tax. Under the latter heading eae attention is given to ad- 
ministrative problems. The authors do not favor general sales taxes, except 
in times of extreme emergency, and they believe that we have not nearly ex- 
hausted other alternatives of preferable nature. The booklet will prove indis- 
pensable to students of the subject, legislators, and tax officials. 

PAUL STUDENSKI 


REINHART, F. Die neuen Steuergeseize: Einführung in die neuen Steuer gesetze; 
Ubersichten über die wesentlichen Anderungen gegenüber dem bisherigen 
Recht; Wortlaut der zebn neuen Gesetze. (Berlin: Spaeth und Linde, 1934, 
Pp. xx, 392. RM. 4.) 

ROZMAN, D. and SHERBURNE, R., compilers. Analysis of receipts and a 
tures of state, county, and municipal governments in Massachusetts. Special 
circ. no. 17. (Amherst: Massachusetts State Coll. Ext. Serv. 1935. Pp. 17.) 

SHERWOOD, J. F. Federal tax accounting: an interpretation of the Revenue act 
of 1934. 8th ed. (Cincinnati: South-western Pub. Co. 1934. Pp. 383.) 

STUDENSKI, P. Chapters in public finance. Rev. ed. (New York: Farrar and 
Rinehart. 1935. Pp. 470-647. $1.) 


Professor Studenski has had reprinted from Volume II of the revised edi- 
tion of Economic Principles and Problems, written by Walter E. Spahr and 
others, those chapters dealing with public finance of which he was the au- 
thor. In the book text they comprise pages 470 to 647. The same pagination 
is retained in Chapters in Public Finance. 

The four chapter headings are: “The nature and mechanism of the public 
economy”; “Public expenditures’; “Public revenues”; and “Public credit.” 
At the end of each chapter is a list of carefully prepared suggested readings and 
a series of questions appropriate for consideration by the student in an intro- 
ductory course in economics, 

JOHN G. HERNDON, JR. 
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. The tax finance plan: exposition of a new plan for the collection of 
delinquent taxes, originated by B. G. Orlove, Jr. (New York: B. G. Orlove, 
Jt., 270 Broadway. 1934. Pp. 9.) 

TREANOR, G. R. and BLAKEY, R. G. Inheritance taxes. Pub. no. 47. (Minne- 
apolis: League of Minnesota Municipalities. 1935. Pp. 47. 50c.) 


This study combines a survey of the death-tax laws, practices, and results 
in the United States with an investigation into the possibility of increasing 
the yield of the Minnesota inheritance taxes. Following a brief digest of the 
history and principles of inheritance taxation, the authors outline the principal 
features of the death-tax laws of the 48 states, and present a statistical record 
of their operation during the past decade, They then estimate the additional 
revenue possibilities of the Mase laws by applying specific changes in 
exemption provisions and in rate structure to a representative sample of 
Minnesota estates. 

E. GORDON KEITH 


WALKER, M. L. The home owner and the sales tax. (New York: Tax Policy 
League, 309 E. 34th St. 1935. Pp. 14. 25c.) 


Constitutional tax rate limitation for Illinois. Ul. Tax Commission, spec. rep. no. 
2. (Springfield: State House. 1934. Pp. 152.) 

A study of the probable immediate effect of homestead tax exemption in Okla- 
homa. Okla, Tax Commission bull. no. 2. (Oklahoma City: State House.) 


These reports are alike in two respects. Each is the official publication of a 
state tax commission, and each deals with an attempt to incorporate in the 
state constitution a limitation on legislative taxing power. As far as it goes, 
each document is the result of competent deliberation or investigation or both. 

The Illinois report incorporates in one volume four-independent parts. The 
first part (chaps. 1, 2 and 3) comprises an address, independently prepared, 
by each member of the commission before the governor's revenue commission 
to study the wisdom of limiting the aggregate property-tax rate. Each member 
vigorously and persuasively opposed the amendment. The second part, made 
up of statistical data for 31-counties, shows some erratic probable consequences 
of adopting a tax-rate limitation. The third part, which has been issued also as 
a separate pamphlet, reports a detailed study in one county of the Pies 
operation of a 1.5 per cent limitation on the admittedly questionable but gen- 
erous assumption that the limitation amendment would cause assessments to 
be exactly doubled. It is found that some tax jurisdictions within the county 
would have to reduce taxes more than two-fifths; the principle of uniformity 
involved would force certain areas to impose rates much below the specified 
maximum ; the rates would be reduced to a point well below those desired by 
local landowners; if drastic restrictions of functions beyond those contem- 
plated are to be avoided, it would be essential to reorganize local government 
or to take from it some of the freedom it now enjoys; and in many com- 
munities the taxes would not be reduced, while in others services would be 
deplorably cut. The last follows from the fact that rate limitation is not selec- 
tive. The final chapters of the report are devoted to the “scaling” methods 
and to alternatives possible. The closing words (pp. 151-152) are: “These 
conclusions seem warranted to the author of this chapter, if the evidence in this 
volume is carefully weighed. First, that tax-limitation laws have not limited 
property taxes; second, that they have not accomplished the reformation of 
the state-local tax systems, at least not yet; third, that they have not produced 
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economy in government, nor are they either a logical or constructive avenue 
of ci potas to that goal; and last, that where tried, this scheme has so fre- 
quently curtailed governmental service and produced fiscal chaos that the plan 
has been permanently discredited.” 

The Oklahoma report outlines the immediate results to be expected from 
a constitutional limitation on taxation of real estate to prevent a levy on 
homesteads. The study assumes possible exemption of af homesteads and .’ 
alternatively of all homesteads valued at less than $1,000, $2,000, and $3,000. 
A detailed investigation was conducted in Stillwater (population, about 8,000) 
and an estimate reported for every county, city, and school district in the 
state. It was found that in Stillwater the average reduction, assuming a $1,000 
exemption, would be 20.76 per cent of the tax now levied. The average for 
the state would be less. The report points out that the reduction contemplated 
is based on present distribution of homes occupied by the owners. It is recog- 
nized that, were such an amendment adopted, there would probably be legal 
transfers of title to persons now tenants to avoid discriminatory taxes on the 
latter. 

JAMES W. MARTIN 


Financial statistics of state and local governments, 1932 (wealth, public debt and 
taxation). (Washington: Supt. Docs. 1935. Pp. 2009. $2.50.) 

Income War Tax act of Canada, including all amendments to and including 1934 
statutes with appropriate notations. (New York: Commerce Clearing House. 
1934, Pp. 48. $1.) 

The Keke of state income taxation in the revenue systems of the states. A report. 
(New York: Tax Policy League. 1935. Pp. 16. 25c.) i 


Population and Migration 


NEW BOOKS 


CHARLES, E. The twilight of parenthood. (New York: Norton. 1934. Pp. vi, 
226. $2.50.) 


Four somewhat distinct subjects receive Dr. Charles’s attention. First, fol- 
lowing closely the careful studies of Kuczynski, she demonstrates that at 
uen fertility is below the replacement level in most countries and, judging 
rom the lowness of the level of fertility in the least fertile classes, will fall 
even lower. Second, sharply critical of Malthus and of economists, she seeks 
to rehabilitate what Robbins has called the “spineless platitudes about ma- 
nure.” Specifically, she shows that the food-producing capacity of the world 
and its parts could be greatly increased through a “rationally planned ecology” ; 
through eliminating the species which compete with man for subsistence; 
through the selective improvement of the species which play an essential réle 
in the life of the community; through the exercise of control over the “physi- 
cal agencies which limit the survival and quality of species which subserve’’ 
man's needs, and through increasing the efficiency of food storage. Dr. Charles's 
work, therefore, would hardly appeal to the A.A.A. mentality. Third, she treats 
with much acumen the various alleged causes of the decline in natality, Pearl’s 
logistic law, the rôle of contraceptives, the efficacy of the “safe period,” and 
the factors which have allegedly motivated or produced the desire to control 


natality. 
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The author, herself a mother of four children, critically appraises the social 
devices proposed to check the decline in fertility. Ectogenesis, while ascetically 
satisfactory and suitable to a future matriarchy, is dismissed for the present as 
is the naive theory that opposition to contraception can raise fertility. The 
family allowance system is shown to be economically inadequate; it hardly 
ageravates the disposition, stronger in woman than in man, to have children; 
it effects no change whatever in “the whole competitive pattern of social rela- 
tionships which are inimical to fertility.” She shows in substance that the ac- 
quisitive society which Malthus defended as a system designed to check the 
pon to multiply, must go if the menace of depopulation is to be averted. 

e child must be reinstated “as a functional unit in a planned ecology.” Edu- 
cation and production must be integrated; the child must be made a producer, 
potential parents must be relieved of certain present institutional and cul- 
tural penalties for child-production; certain soviet practices must be adopted. 

Several shortcomings mar this frequently witty and always stimulating study. 
Dr. Charles com lete ignores the group of resources which are more or less 
exhaustible. She ignores the arguments of the “economists of abundance” whose 

redictions, if realizable, would greatly aid in solving the problem she poses. 

he misconstrues the use of the “concept of scarcity” (p. 31). She advances 
no evidence that birth control was publicized in seventeenth-century America 
(p. 174) ; that the spread of onanism diffused the use of the sheath (p. 176) ; 
that French natality first fell in rural areas (p. 182). Can ecology feed Japan 
(p. 105) ? Can one support the view that population pressure is PETA to 
war (p.101)? 


JOSEPH J. SPENGLER 


Janeway, W. R. Bibliography of immigration in the United States, 1900-1930. 
(Columbus: H. L. Hedrick. 1934. Pp. 132.) 

MARCHIORI, A. La natalità illegittima in Italia. In Annali di Economia, Dec., 
1934. (Padua: Milani. 1935. Pp. 1-183.) 


By far the greater portion of this volume is given to an essay by Alberto 
Marchiori on illegitimate natality in Italy. Observing that the diminution of 
the birth rate in Europe has been much more constant than the diminution of 
illegitimacy, he states that the peak year of illegitimacy in Italy was 1887. 
While the correlation of the number of illegitimate births with the proportion 
of widows and of single women in the population has been noted, in Italy 
the connection with emigration has been more striking, especially that phase 
which sends husbands away while their wives remain. 

The war, arresting emigration, putting women into the shops, tended to 
restrain illegitimacy. Peace brought a rebound of the marriage rate and a 
greater proportion of children born in wedlock. This was partly because in 
1921 the long-desired accord with the church made the religious ceremony 
valid and partly because the increased use of contraceptives must have affected 
both legitimate and illegitimate births. A new factor tending to increase 
illegitimate births was introduced by the circumstance that many women 
widowed by the war preferred to retain their pensions rather than to legalize 
their subsequent unions, The universal tendency of large cities to promote il- 
legitimacy was partly met by Mussolini’s successful efforts to induce the people 
to stay on the land. 


ROBERT F. FOERSTER 
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THORNTHWAITE, C. W. Internal migration in the United States. (Philadelphia: 
Univ. of Pennsylvania Press, 1934. Pp. x, 52. $1.) 


This is a study by a geographer of an important and neglected statistical 
question “in the hope of discovering bases for the determination of public 
policy” about financing the relocation of needy families. Its merit lies in its use 
of several novel devices to supplement the standard method of compii the 
statistics of state of birth with thoše of state of residence. They include an 
examination of the influence of age upon interstate migration by a method 
introduced by Baker and Hamilton, a study of county immigration or emigra- 
tion by comparing natural with total increase or decrease of population 1910-20 
and 1920-30, and a study of annual county migration in or ane based on 
school censuses. Its as ee lies in the fact that the author, not being a 
statistician as well as geographer and so not standing on the shoulders of his 
predecessors, cannot see the whole field. If a trained statistician had been 
given the task, he would have used percentage figures rather than totals to 
measure interstate migration; would have supplemented his interstate figures 
by the intercounty figures of New York State 1855, 1865 and 1875; and, 
starting from the conclusions of Ravenstein’s articles of 1876, 1885 and 1889, 
he would have asked how far they apply in the United States today. Since he 
was looking for a basis of public policy, he would have determined also the 
distance between the centers of population of the several states and therefrom 
derived a rough measure of the average distance travelled by interstate 
migrants. If it should appear that in the United States, as elsewhere, the mass 
of interstate migration ts short-distance migration, a point not touched in the 

resent study, and if the millions of interstate migrants could be distributed 

into groups according to the length of their journey, this result might aid the 

Administration as much as any found-in Professor Thornthwaite’s pamphlet. 
WALTER F. WILLCOX 


The immigration work of the Department of State and its consular officers. 
(Washington: Supt. Docs. 1935. Pp. 66. 5c.) 


Social Problems and Reforms 


NEW BOOKS 


ANDERSON, M. The modern Goliath. (Los Angeles: David Press. 1329 South 
Alvarado Street. 1935. Pp. 91. $1.50.) 

A study of talking pictures, and more ian of non-theatrical pictures 

designed for schools and churches, including chapters on education of youth. 

Asois, A. J. An outline of dental socio-economics: an introduction to the funda- 
mentals of general and special economics applied to oral health service in the 
light of present-day sociological trends. (New York: Allied Dental Council. 
1934. Pp. 72. 

Ayres, L. P. The chief cause of this and other depressions. (Cleveland: Cleve- 
land Trust Co. 1935. Pp. 52.) 

Bacu, F. Un estudio del costo de la vida. (Mexico: El Trimestre Economico. 
1935. Pp. 40.) 

This monograph presents the results of an investigation made by the Direc- 
tor General of Statistics for Mexico concerning the cost and standards of living 
of 281 families engaged as workers in 32 representative industries of Mexico 
City. The purpose, as expressed by the author, is to provide the government 
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with such information concerning the working classes as is necessary for its 
program of legislation for the improvement of the condition of the workers 
of Mexico. 

The direct method was used in collecting data. In the opinion of the author 
the indirect or questionnaire method is of little value. Investigators from the 
office of the Director General of Statistics visited the families under investiga- 
tion and gathered the data first-hand. Moreover, the process was repeated for 
a period of 30 days, each family being visited several times as a means of 
securing complete and accurate data, which seems to have been carefully 
classified and interpreted. 

Only the more important of a great number of interesting conclusions may 
be indicated here. The 281 familtes consisted of 1443 persons, or an average 
of 5.13 per family, approximately equal to the census mean of 5.14, For pur- 
poses of analysis and comparison the members of the family were converted 
into “consumer units’; an adult male was taken as one unit and women and 
children were reduced to equivalent fractional units. The mean for the 281 
families studied was 4.01 units. Families are classified on the bases of con- 
sumer units, number of workers, principal “economic preserver,” incomes per 
family and per worker, etc.; and the effects on family expenditures of these 
conditions are shown in 24 statistical tables. In only 185 of the families is the 
head of the family the principal economic preserver; women in 105 families 
occupy this position (economic preserver or principal wage earner). In all 
but 150 the family income is made up of the earnings of more than one 
person. The average weekly family income for the group as a whole is $22.42, 
of which $15.89 was the average for the economic preservers. Of this total 
family income, $19.78 was derived from work and $2.64 from ae 
sources. The group of 281 families was divided into three classes, skilled, 
semi-skilled, and unskilled, and the income for each class is set forth in 
Table 10. Seventeen families composed of unskilled and semi-skilled workers 
had incomes of less than $9; 104 families of all classes, $9.01 to $12; 59 
families, $12.01 to $15; 60 families, $15.01 to $20; and 41 families (all but 
one skilled), $20.01 and above. 

- In Tables 12 to 24 inclusive, the condition of Mexican workers as revealed 
by incomes and expenditures is compared to and contrasted with that of 
workers in foreign countries. In general the author finds the condition of the 
workers in Mexico less satisfactory than that of the workers of other coun- 
tries, excepting those of China, Estonia, Finland, India, and Ireland. He finds 
that Mexican workers earn less in Mexico than Mexican workers in California. 
He makes some effort to use his data to test Engel’s law, and finds that the 
expenditures of Mexican workers substantially confirm it. The Mexicans spend 
somewhat less for clothing and in some cases somewhat more for food than 
the law of Engel would indicate, but the author attributes this to differences in 
the environment in which Mexican workers live. He believes that until the 
incomes of the workers are materially increased, a permanent state of pros- 
perity cannot exist. 

JOHN G. ELDRIDGE 


Best, H. Blindness and the blind in the United States. (New York: Macmillan. 
1934, Pp. xxii, 714. $6.50.) 
Contains a chapter on the economic conditions of the blind. About one-sixth 
of the adult blind are self-supporting. Chapters also describe the development 
of workshops and possible occupations available for the blind. 
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BRADLEY, D. J. Christian economics: a syllabus on the church and economic 
justice, (Boston: Pilgrim Press. 1934, Pp. 16. 15c.) 

Carver, T. N., and others. Textile problems for the consumer. (New York: 
Macmillan. 1935. Pp. 185. $1.60.) 

CLEETON, G. U. Occupational adjustment in Allegheny County: a report j an 
experimeni in educational a vocational guidance of unemployed adults. 
(Pittsburgh: Pittsburgh Personnel Assoc. 1935. Pp. 57.) ` 

Davis, E. Educational refunds in industry. (Princeton: Princeton Univ. Industrial 
Relations Section. 1935. Pp. 28. 50c.) 

ELY, R. T. and BOHN, F. The great change: work and wealth in the new age. 
(New York: Thomas Nelson. 1935. Pp. vii, 373. $2.) 


The “Great Change” with which the authors are concerned is the change 
from a simple farm economy to the complicated urban, machine economy of 
today. “The typical American city is not a human society. It is a vast chaos in 
which social order is, at present, most difficult to develop.” Here “the strong, 
constructive influence of the family life dwindles and decays”; here in the 
automobile, the moving picture and the radio, we see a “new pleasure ma- 
chinery” which has been “generally a degenerative influence among the 
masses "™—a “national al tra ed ”; here we see the city rabble—the 
“mass” which is “destroying the older cultural values of our American 
civilization”; here we see the spawning of the poor, the race suicide of the 
upper classes, “the steady downward drift of our nattve American racial stock,” 
“the tragic degeneracy of the nation. .. . The American people in losing 
the strength of the organic domestic life which is the creature of the more 
primitive rural environment.” | 

The machine has brought other troubles too: corporations and all the prob- 
lems of corporation management, business depressions, unemployment, in- 
security, doles, debts and taxes. Monopoly is regarded as of little significance 
in the depression, because “big business is on the whole less and less monopolis- 
tic and more competitive.” Natural monopolies, such as public utilities, have 
been so regulated that “excessive profits are disappearing, and indeed, in many 
cases, profits have been replaced by losses”; and the Federal Trade Commis- 
sion will be able to control other sorts of big business. Inequality of wealth 
is dismissed lightly, because the rich have a great power to do good, by en- 
dowing our educational and research institutions, art museums and libraries, 
and because we are already taxing the rich heavily. 

The authors outline a program which includes a broad scheme of land 
conservation, reforestation, retirement of marginal lands, and subsistence 
farms; but, strangely enough, they assert that “a recovery program for the 
Jand must be, in the main, a state program.” They advocate national planning, 
public works as a permanent policy, especially along the lines of the Citizens’ 
Conservation Corps; and they approve of the N.R.A., as raising the plane 
of competition. Education of the people is perhaps the most important need. 

As measures designed to promote recovery from the immediate depression, 
Dr. Ely and Mr. Bohn call for stability—not of prices, but of the gold dollar. 
Opposing inflation, they nevertheless see that it is impossible to return to the 
old gold dollar. There are too many banks, and too many bad bankers. There 
are too many debts, taxes are too high, especially on farm land, and federal, 
state and local governments must adopt the pay-as-you-go policy. The tariff 
should be reduced, but not before international peace has been secured. 

What of the outlook, finally? Like many others, Dr. Ely and Mr. Bohn 
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think a revision of the Constitution is essential to provide such efficiency 
in government as is needed to meet our critical problem; and of course the 
outlook for revision is not bright. There is no immediate danger of com- 
munism or fascism, but our crisis will probably last at least 20 or 30 years; 
and these movements may gain strength. In the meantime the conflict deepens. 
JOHN Ise 


FLEDDERUS, M. L. and VAN KLEECK, M., editors. On economic planning. (New 
York: Covici Friede. 1935. Pp. 275. $3.) 


A collection of papers delivered at the regional study conference of the In- 
ternational Relations Institute, held at New York, November 23-27, 1934. 
The papers represent many points of view including those of social workers, 
engineers, communists, socialists and trade-unionists. They were all directed 
toward answering the question: What kind of economic planning can end 
unemployment, establish security, and raise standards of living in proportion 
to productive capacity ? 


GLENDAY, R. G. The economic consequences of progress. (London: Routledge. 
1934. Pp. xv, 302.) 

GOSLIN, R. A. and GosuIn, O. P. Rich man, poor man: pictures of a paradox. 
Pub. of the People’s League for Econ. Security. (New York: Harper. 1935. 
Pp. viii, 85. $1.) 

HALL, E. E. The negro wage earner of New Jersey: a study of occupational trends 
in New Jersey, of the effect of unequal racial distribution in the occupations 
and of the implications for education and guidance. (New Brunswick: Rutgers 
Univ. School of Educ. 1935. Pp. 115.) 

HALL, F. S., editor. Social work year book, 1935. 3rd issue. (New York: Russell 
Sage Foundation. 1935. Pp. 698. $4.) 

HAYNES, B. R. and JACKSON, H. P. A history of business education in the United 
States. (Cincinnati: Southwestern Pub. Co. 1935. Pp. 159.) 

Huus, R. O. Financing municipal recreation. (Menasha, Wis.: Banta Pub. Co. 
1935. Pp. xxili, 249. $2.50.) 

JOHNSON, F. E. Economics and the good life. (New York: Association Press. 
1934. Pp. xii, 186. $1.75.) 

In the 11 chapters of this little volume Professor Johnson endeavors to 
answer the question: What is the good life and how can it be obtained? The 
discussion considers both the economic and ethical sides of the question and 
is thoroughly sane and scholarly. The appeal is to experience, and little time 
is wasted in mere denunciation. The more important chapters have the fol- 
lowing titles: “The good life,” “A look at the economic system,” “The con- 
sumer and his resources,” and “The citizen and the changing order.” The at- 
tempt is to get'a unified view of the social scene of ei and it is largely 
successful because of an insistence on facts and an historical perspective in 
dealing with the present complex social relations. From its pages the everyday 
reader ought to get a comprehensive understanding of social conditions of 
today. A discussion syllabus and a good bibliography give the book added 
value. 

GEORGE MILTON JANES 


Jones, E. S. Christ's alternative to communism. (New York: Abingdon. 1935. 
Pp. 302. $2.) 
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KELLEY, T. L. and Krey, A. C, Tests and measurements in the social sciences. 
(New York: Scribner's. 1934. Pp. xiv, 635.) 

MAIskY, M. Social and economic planning in the Soviet Union. (London: H. 
M. Stationery Office. 3d.) 

MILLSPAUGH, A. C. Public welfare organization. (Washington: Brookings Inst. 
1935. Pp. xxv, 700. $3.50.) 

NAVIN, R. B. Analysis of a slum area. A thesis. (Washington: Catholic Univ. 
of America. 1934. Pp. 96.) 

A study of a section of Cleveland dealing with the cost to the community 
of maintaining such an area. 

OGBURN, W. F., editor. Social changes during depression and recovery. (Chi- 
cago: Univ. of Chicago Press. 1935. Pp. 711-828. $1.) 

A collection of 14 brief articles reprinted from the American Journal of 
Sociology dealing with the effects of economic factors on social life. Among 
the subjects discussed are conditions of rural life, welfare of children, the 
relief situation and causal and selective factors in sickness. The articles are by 
specialists in the respective fields. 

PINSON, K. S. A bibliographical introduction to nationalism. (New York: Co- 
lumbia Univ. Press. 1935. Pp. 70. 75c.) 

REED, A. Z. Review of legal education in the United States and Canada for the 
year 1934, (New York: Carnegie Found. for the Advancement of Teaching. 
1935. Pp. 72.) 

Roz, F. Les grands problémes de la politique des Etats-Unis (leur evolution— 
leur état actuel). (Paris: Armand Colin. 1935. Pp. 208. 10 fr. 50.) 

RYAN, J. A. A better economic order. (New York: Harper. 1935. Pp. tx, 194. 
$2.50.) 

SCHAEFER, M. C., and the EUROPE COMMITTEE. Catholic organization for peace 
in Europe. A report. (Washington: Catholic Assoc. for Internat. Peace. 1935. 
Pp. 37. 10c.) 

SIMONDS, F. H. and EMENY, B. The great powers in world politics: international 
relations and economic nationalism. (New York: American Book Co. 1935. 
Pp. xii, 644.) 

SMITH, G. H. E. and Brarp, C. A. The recovery program (1933-1934): a study 
of the depression and the fight to overcome it. (New York: Macmillan. 1934. 
Pp. 59.) 

STEVIN, M. and POSANSKI, S. Federal and state welfare, relief and recovery 
legislation, 1933-34. (Chicago: Public Administration Service. 1935. Pp. 33. 
25C. 

ene deals with unemployment relief legislation, subsistence home- 
steads, farm credits, public works, housing, child labor, minimum wage laws, 
mothers’ and old age pensions, and unemployment insurance. 

THOMAS, I. Housing principles. Fabian tract no. 242. (London: Fabian Society. 
1935. Pp. 13. 2d.) 

WATSON, F. Housing problems and possibilities in the United States. (New 
York: Harper. 1935. Pp. 100. $1.25.) 

WRIGHT, Q. The United States and neutrality. Pub, policy pamph. no. 17. (Chi- 
cago: Univ, of Chicago Press. 1935. Pp. 29. 25c.) 

YOUNG, K., and others. The Madison community. Stud. in soc. sci. and hist., 
no. 21. (Madison: Univ. of Wisconsin. 1934. Pp. 243. $1.50.) 

YOUNG, P. V. Interviewing in social work: a sociological analysis. (New York: 
McGraw-Hill. 1935. Pp. 432. $3.) 


~Y 
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Debate index supplement and supplementary bibliographies on current debate 
topics. (New York: Wilson. 1935. Pp. 152. 90c.) 

Economic and social problems and conditions of the southern A id sacar U. S. 
AF of Agric. misc. pub. no, 205. (Washington: Supt. Docs. 1935. Pp. 
186. 50c.) 

Etudes économiques. Vol. IV. Thèses présentées à la "Licence en Sciences Com- 
merciales’ en mai, 1934. (Montreal: Ecole des Hautes Etudes Commerciales. 
1934. Pp. 525.) 

This is a collection of essays written by undergraduates in preparation for the 
degree granted by the “Ecole des Hautes Etudes Commerciales de Montreal.” 
The papers discuss a wide range of topics, including the quantity theory and 
price variations in Canada, agricultural problems, the Gaspé fishery, exports of 
forest products, distribution of automobiles, trade in fruits and vegetables in 
Quebec, the Canadian budget system, the British export crisis, exports of 
Canadian dairy products, expenditures of the province of Quebec 1900 to 
1930, financing of Canadian exports, the agricultural implement industry, and 
the production and distribution of gasoline. Each paper presents extensive 
information and a bibliography of material consulted. 

H. A. INNIs 


The frustration of science. (New York: Norton. 1935. Pp. 144. $2.) 
' Seven English scientists discuss agriculture, aviation, industry, medicine, 
birth control and bacterial warfare, Golding that our present economic and 
political system is responsible for the frustration of science. 

Housing England. (London: Political and Economic Planning. 1935. Pp. 158. 
5 


S. 

Institute of Public Affairs: proceedings of the ninth annual session at Athens, 
Georgia, January 23-30, 1935. Part I. World and national problems. (Athens: 
Univ. of Georgia. 1935. Pp. vii, 180. $1.50.) 

Contains papers on “Price rigidity and production volume,” by John Dick- 
inson; “Plenty or scarcity?” and ‘The ethics of capitalism,” by H. G. Moulton; 
and “Restriction of cotton production in relation to foreign trade and com- 

etition,” by J. D. Black. 

Political and economic problems of the South: addresses and discussion at the 
eighth annual Institute of Citizenship, Emory University, Atlanta, Georgia, 
February 11-15, 1935. (Emory University: C. B. Gosnell, Emory Univ. 1935. 

. 108. $1.) 

Prabvedings 2 the National Conference of Social Work, index, 1874-1933. 
(Chicago: Univ. of Chicago Press, 1935. Pp. 246. $3.) 

Small-housing scheme of the City of Stockholm. (Washington: Supt. Docs. 1935. 
Pp. 34. 5c. 

s etl chan al education: thirteenth yearbook. (Washington: Nat. Education 
Assoc. 1935. Pp. 383. $2.) 


Insurance and Pensions 
NEW BOOKS 


BAKKE, E. W. Insurance or dole? The adjustment of unemployment insurance 
to economic and soctal facts in Great Britain. (New Haven: Yale Univ. Press, 
for the Inst. of Human Relations. 1935. Pp. xii, 280. $2.50.) 

JOHNSEN, J. E., compiler. Old age pensions. (New York: Wilson. 1935. Pp. 
295. 90c.) 

Articles, briefs and bibliography. 
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PATTERSEN, E. W. Essentials of insurance law: an outline of legal doctrines in 
their relations to insurance practices. (New York: McGraw-Hill. 1935. Pp. 
xv, 501. 

eee E. E. Workmen's compensation in Maryland. Stud. in hist. and 
pol. sci., ser. liu, no. 2. (Baltimore: Johns Hopkins Press. 1935. Pp. 130.) 

According to the preface the purpose of this monograph is to pon the 
development of the Maryland workmen’s compensation law, to describe its 
operation and to determine if possible the effects of the law on the accident 
rate. On this last point, there is little evidence that the accident rate has been 
reduced. 

Association of Life Insurance Medical Directors: abstract of the proceedings of 
the forty-fifth annual meeting. Vol. XXI. (New York: Press of Recording 
and Statistical Corp. 1935. Pp. vill, 365.) 

Life insurance survey, 1934, initiated by some of the largest life insurance com- 

anies and life insurance sales research bureau, Field work conducted May 14- 
aly 3. (Philadelphia: Curtis Pub. Co. 1934. Pp. xi, 99.) 

Maintenance of rights in course of acquisition and acquired rights under in- 
validity, old-age and widows’ and orphans insurance on behalf of workers who 
transfer their residence from one country to another. (Geneva: Internat. Labour 
Office. 1935. Pp. 251.) ` 

Teachers Insurance and Annuity Association of America: sixteenth annual report 
to the policyholders, December 31, 1934. (New York: Teachers Insur. and 
Annuity Assoc. of America. 1934. Pp. 36.) 

Contains the report and recommendations concerning relations with the 
Carnegie Corporation. 


Pauperism, Charities, and Relief Measures 


NEW BOOKS 


ROSEMAN, A. Shelter care and the local homeless man. Pub. no. 46. (Chicago: 
Public Admin. Service. 1935. Pp. 56. 50c.) 

RUSTGARD, J. The problem of poverty. (Minneapolis: Midwest Book Co, 1935. 
Pp. 166. $1.50.) 

STEVENSON, M. and POSANSKI, S. Federal and state welfare, relief and recovery 
legislation, 1933-34. Pub. no. 45. (Chicago: Public Admin. Service. 1935. Pp. 
33. 25c.) 


Socialism and Co-operative Enterprises 


NEW BOOKS 


ALEXANDRDI, S. L’industrialisation de VU. R. S. S. par le plan quinquennal. 
(Paris: Presses Universitatres. 1934. Pp. xv, 266.) 

BENJAMIN, L. The position of the middle-class worker in the transition to so- 
cialism. (London: The Labour Party. 1935. Pp. 20. 2 1/2d.) 

Cripps, R. S. Why this socialism? (London: Gollancz. 1934. Pp. 158.) 

HECKER, J. The communist answer to the world’s needs. (New York: Wiley. 
1935. Pp. 323. $3.) 

LAIDLER, H. W. Socializing our democracy: a new appraisal of socialism. (New 
York: Harper. 1935. Pp. x, 330. $3.) 


“Will there be a revolution?’ is a question to the answer of which one 
chapter is devoted. The answer is not very clear, but the evidence cited does 
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not indicate a revolution-in this country at present. The inevitability of eco- 
nomic forces is stressed and the conclusion reached that nothing short of a 
complete socialization of all industry and of all political relations will bring 
about a better condition of things. Russia is held up as a supreme example 
of how things should be done. Voluntary coöperation is allowable but must 
play a ria ie An interesting admission is the recognition of the value of 
the intellectual worker as well as of the industrial worker. The farm problem 
is touched upon but is not treated in any systematic manner; how the farmer 
is to be won over to socialism is not indicated. 


GEORGE M. JANES 


Popov, N. Outline history of the Communist Party of the Soviet Union. Vols. 
I. and II. (New York: Internat. Pubs. 1934. Pp. 423; 460. $3, each.) 
STALIN, J., and others. Socialism victorious. (New York: International Pubs. 
1935. Pp. 719. $1.75.) 
Contains reports and speeches delivered at the Seventeenth Congress of 
the C.P.S.U., January 26 to February 10, 1934, at Moscow. 
Wess, Mrs. S. The discovery of the consumer. Pamph. no. 353. (New York: 
Codperative League. 1935. Pp. 32. 10c.) 
A study of British codperatives. 


statistics and Its Methods 


NEW BOOKS 


Brown, T. H. The use of statistical techniques in certain problems of market 
research, Stud. no, 12, (Boston: Harvard Univ. Bur. of Bus. Res. 1935. Pp. tv, 
24. $1.) 

CROXTON, F. E. and Cownen, D. J. Exercises and problems in business statistics. 
(New York: Prentice-Hall. 1935. Pp. 233. $2.25.) 

Douc.as, I. Retail trade statistics in different countries. Printed in advance of 
the Journal of the Royal Statistical Society, vol. xcvili, part tii, 1935. (London: 
Royal Statistical Soc. 1935. Pp. 42.) 

KRAMER, E. E. A first course in educational statistics. (New York: Wiley. 1935. 
Pp. ix, 212. $2.50.) 


Roy, R. Etudes économétriques, (Paris: Sirey. 1935. Pp. 145.) 


These three econometric studies are entitled, “Les index économiques,” “Les 
lois de la demande,” and “‘L’élasticité de la demande.” The author notes that, 
although the use of index numbers to measure changes in the prices of goods 
and services over a period of time is very widespread, economists and statisti- 
cians are far from being in agreement on the methods which should be used 
in computing the index numbers. As a consequence we have a great variety of 
index numbers, some of which result from empirical methods. 

Roy points out that M. Divisia rigorously defined an index number (“indice 
monétaire”) which enables one to determine the exact value of money. This 
involved the determination of the general equation of exchange (put forth 
first by Professor Irving Fisher) which establishes the relation between the 
quantity of money in circulation and the prices and quantities of goods ex- 
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changed. M. Divisia transformed this equation to reach a new relation called 
“équation circulatoire,” from which he deduced the “indice monétaire” and 
the correlative index which measures the volume of transactions. The “équa- 
tion circulatoire” has no other connection with the examination of the “indice 
monétaire,” a price-index number which uses as weights or coefficients the 
quantities of goods and services involved in the “équation circulatoire.” 
Professor Roy adopts the definition of an index number of money given by 
M. Divisia and applies it in a general fashion to certain well defined cate- 
gories of payments in order to obtain indexes which result from a common 
definition and have, consequently, similar properties. These “indices de prix” 
together with the “indice monétaire” constitute a coherent system, satisfying 
the “équation circulatoire.” If some doubt whether it is necessary to take such 
pains in defining an index number for practical use and if the complications 
arising out of such a method are not out of proportion to the results obtained 
by practical applications of the method, Professor Roy thinks that (1) it 1s 
infinitely more satisfactory “pour l'esprit” to adopt a logical system of defini- 
tions rather than to rely on methods which are essentially empirical and lack 
a rational foundation, (2) such a system enables one to compare indexes for 
different periods and different countries, (3) it is possible to establish a priori 
a number of relationships between the indexes of price if the general defini- 
tion is used, and to determine the effect of a change in one index on the other 
indexes, (4) these relationships enable one to determine the degree of ac- 
curacy obtained by the formulas currently used in practica] work. 
The detailed work cannot be examined in this brief review, but it deserves 
study by economists and statisticians as well as econometricians in the United 
- States. The same is true of the second study which considers the theoretical 
and practical work of determining demand curves. The third study is a survey 
and critical review of the work of Cournot, Henry L. Moore, and Henry 
Schultz on the problem of determining the demand curve and the elasticity 
of demand, Considerable space is given to the contribution of Professor 
Schultz, whose excellent work in this field is well known in the United States. 
HARRY PELLE HARTKEMEIER 


SASULY, M. Trend analysis of statistics: theory and technique. (Washington: 
Brookings Inst. 1934. Pp. xiii, 421. $5.) 

For the economist who is untrained in mathematical technique, Mr. Sasuly's 
book will be of little value. But by the adequately equipped statistician, it is 
likely to be considered a landmark. 

This study, which represents the initial successful formulation of the entire 
mathematical groundwork of trend technique, is divided into three parts. The 
first deals with fitted polynomials, the second considers the problem of trend 
determination by data sums and averages, and the third takes up general 
systems of polynomials. The entire discussion—the product of ten years’ work 
—is admirably organized and written. 

H. A, FREEMAN 


Nankai index numbers, 1934, of commodity-prices at wholesale, cost of living, 
foreign exchange rates, and quantities and prices of imports and exports. 
(Tientsin: Nankai Inst. of Economics. 1935. Pp. xi, 90.) 
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DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


In the Trade Information Series of the Department of Commerce has ap- 
peared Bulletin No. 823, World Chemical Developments in 1934 (pp. 132, 10c.). 


In the Trade Promotion Series has been published No. 153, Trading under the 
Laws of Great Britain, by Walter Jaeger (pp. 170, 15c.). 


The Department of Commerce has published a series of Real Property Inven- 
tories for 64 cities, representing different types of economic development and 
varying as to size, location, age, and rate of growth. The purpose of this project 
is to throw light upon the need of new housing facilities. For the cities covered 
inquiry was made as to type of the residence, date of construction, material, and 
number of stories, The number of family units in a structure is listed, showing 
the density of the occupying population. The listing of age goes back to 1858. 
Many other factors affecting soctal life are enumerated, as, for example, the time 
it takes for the principal income earner to get to his work; also rentals, vacancies, 
and duration of occupancy. 

The price of each inventory is 10 cents, and for the set of 64 cities, $5.00. 


The workings of the Agricultural Adjustment in 1934 have been summarized 
in a report which covers the period from February 15 to December 31, 1934 (pp. 
456). The several chapters deal with the adjustment Poe its glee the effects 
of the adjustment program, the present status of adjustment, the drought crisis, 
and separate chapters on cotton, wheat, corn and hogs, dairy products, tobacco, 
sugar, cattle, rice, peanuts and general crops. Chapter 16 deals with the processing 
taxes and their effects, - 


A cyclostyled bulletin on the Relationship between Daily Price Range and Net 
Price Change, bf as to Close, of the Dominant Wheat Future and the Daily 
Volume of Trading in Wheat Futures on the Chicago Board of Trade by Paul 
Mehl has been issued by the Grain Futures Administration of the Federal De- 
partment of Agriculture (pp. 8). 


The United States Tariff Commission has prepared a Digest of Trade Data 
with Respect to Products on Which Concessions Were Granted by the United 
States in the United States—Brazilian Trade Agreement. This contains for each 

roduct a statement setting forth pertinent information concerning production, 
imports, exports and other trade factors (pp. 112, mimeographed). 


The Federal Power Commission is publishing a Rate Series No, 2, showing 
domestic and residential electric rates in effect January 1, 1935, a bulletin being 
issued for each state. 


The Relation of Holding Companies to Operating Companies in Power and 
Gas Affecting Control has ublished in six parts as House Report No. 827, 
73rd Congress, 2nd Session (Washington, 1934 and 1935, pp. 797, 180, 994. 
1018, 814, 240). 
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Labor 


The Department of the Interior has published Decisions of the Petroleum 
Labor Policy Board covering the period February 6, 1934, to March 13, 1935 


(pp. 95, 10c.). 


_ The hearings on the Thirty-Hour Work Week before the Senate Judiciary 
Committee have been printed for the period January 31-February 16, 1935 (pp. 
493). The minority views of this Committee appear as Senate Report No. 367, 
Part 2, 74th Congress, 1st Session (pp. 28). 


The Women’s Bureau of the federal Department of Labor has published the 
following bulletins: 

No. 129, Industrial Injuries to Women in 1930 and 1931 Compared with 
Injuries to Men, by M. T. Mettert (pp. 57, 10c.). 

No. 131, Industrial Home Work in Rhode Island, with S pecial Reference to 
the Lace Industry, by H. A. Byrne and Bertha Blair (pp. 27, 5c.). 

No. 133, Employment Conditions in Beauty Shops: A Study of Four Cities, 
by Ethel Erickson (pp. 46, 10c.). 


No. 134, Summaries of Studies on the Economic Status of Women (PP. 20, 


5¢.). 
Banking 


The Second Annual Report of the Farm Credit Administration, 1934, (Wash- 
ington, 1935, BP. 202, 15c.) covers federal land banks, national farm loan 
associations, Federal Farm Mortgage ea ean joint stock land banks, federal 
intermediate credit banks, production credit corporations and associations, regional 
agricultural credit oporbi: and banks for codperatives. 


The hearings before the House Bankin oe and Currency Committee, 74th Con- 
gress, 1st Session, dealing with the Ban ing Act of 1935 have been brought 
together for the period eae 21—April 8, 1935 (Washington, 1935, pp. 
882). 


Social Insurance 


sy hearings before the House Ways and Means Committee held between 
sve 21 and February 12, 1935 on the Economic Security Act have been 
ae (Washington, 1935, pp. 1141). This contains testimony of approximately 
110 persons. 
The hearings before the Senate Committee on Finance on the Economic Secur- 
ity Act cover the period January 22—February 20, 1935 (pp. 1354). 


NOTES 


The following names have been added to the membership of the AMERICAN 
ECONOMIC ASSOCIATION since May 1: 


Alderson, W., Merchandising Facts, Inc., 726 Jackson Pl. N.W., Washington D. C. 
Bernstein, E. M., University of North Carolina, Chapel Hill, N. C. 

Blackburn, E. W., Citizens Bank Bldg., Wilmington, Del. 

Blackstone, A. E., 121, Walnut Ave., Wayne, Pa. 

Blodgett, R. H., Wharton School, University of Pennsylvania, Philadelphia, Pa. 
Cahn, B. J., B. Kuppenheimer and Co., Inc., Congress and Franklin Sts., Chicago, Ul. 
Caldwell, S. A, College of Commerce, Louisiana State University, Baton Rouge, La. 
Camu, L., 18, rue de Praetere, Brussels, Belgium 

Claydon, A., 616 W. 116th St, New York City 

Coleman, F. B. T., 435 W. 119th St, New York City 

Crafer, T. W. B., Dept. of Economics, Syracuse University, Syracuse, N. Y. 
Crays, O. W., 5757 University Ave., Chicago, Ill. 

Crompton, G., 74 William St, Worcester, Mass. 

Davis, M. B., 4929 N. 9th St, Philadelphia, Pa, 

Ellis, J. F., Carson-Newman College, Jefferson City, Tenn. 

Ferger, W. F., 417 N. Edgewood, Clarendon, Va. 

Flowers, J. B., 121 Chestnut St., Brooklawn, Gloucester City, N. J. 

Fournier, L. T., 4 College Rd., Princeton, N. J. 

Frazer, G. E., 39th Floor Board of Trade Bldg., Chicago, III. 

Frey, R., 3237 Hardisty Ave., Cincinnati, Ohio. 

Garrigues, C., 1011 E. Washington St., Iowa City, Iowa 

Halaas, E. T., School of Commerce, University of Denver, Denver, Colo. 
Hamilton, R. S., Northwestern University, Boston, Mass. 

Hedges, J. E., 207 W. 29th St., Baltimore, Md. 

Hess, H. W., Wharton School, University of Pennsylvania, Philadelphia, Pa. 
Jenkins, H. P., 70 Willow St., Truro, N. S., Canada. 

Kessler, W. C., 40 Payne St, Hamilton, N. Y. 

King, A. F., 366 Madrono Ave., Palo Alto, Calif. 

Knapp, B., Texas Technological College, Lubbock, Texas. 

Landauer, C., Dept. of Economics, University of California, Berkeley, Calif. 

La Qua, M. E., College of St. Catherine, St. Paul, Minn. 

Lawrie, H. N., 3102 33rd Pl. N.W., Washington, D. C. 

Levin, W., 51-57 47th St., Woodside, L. I, N. Y. 

Liastchenko, P. T., Mashkov per., d.l, kv. 14, Moscow, U. S. S. R. 

Luebbers, R. E., 413 Darrow St., Albion, Mich. 

McKnight, C. W., 48 Stratfield Rd., Bridgeport, Conn. 

Machlup, F., Capistrangasse 4, Vienna VI, Austria. 

Maddox, J. G., Land Policy Section, AAA, Dept. of Agric., South Bldg., Washington, D. C. 
Miller, E., Elliott Library, Westminster College, New Wilmington, Pa. 
Moonitz, M., 2235 Hearst Ave., Berkeley, Calif. 

Needler, L. Q., 835 Judson Ave., Evanston, I. 

Neff, F. A., University of Wichita, Wichita, Kansas. 

Nichol, A. J., Dept. of Economics, University of Chicago, Chicago, Ill. 
Normano, J. F., 41 Park St., Brookline, Mass. 

Parlin, C. Curtis Publishing Co., Philadelphia, Pa. 

Puckett, E. P., Central College, Fayette, Mo. 

Rockafellow, R., Rhode Island State College, Kingston, R. I. 

Russell, L. H., Rhode Island State ar Kingston, R. I. 

n G., Ervin ucca 7, Budapest 1I, Hungary. 

Seidler, G., Jr., 4311 Cathedral Ave. N.W., Washington, D. C. 

Sergott, E. T., 88 Orchard St., Glen Lyon, Pa. 

Setre, K. T., 4008 Garfield Ave., Minneapolis, Minn. 

Simon, S. F., 1020 Gerard Ave., New York City 

Sinkbeil, R. T., Box 85, Boulder, Colo. 

Sinsabaugh, R. W., 1 Cedar St, New York oe 

Stalson, A O., Harvard School of Business, Soldiers Field, Boston, Mass. 
Taylor, H. C., Internationa! Inst. of Agric., c/o Dept. of State, Washington, D. C. 
Thelen, M., 136 Alvarado Rd., Berkeley, Calif. 
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Trenchard, G. O., Economics Statistics, Inc., 70 Pine St, New York City. 
Unterberger, S. H., 2216 N. 52nd St, Philadelphia, Pa. 

Van Winkle, E. H., Rensselaer Polytechnic Institute, Troy, N. Y. 
Wheeler, G. S., 3120 R. N.W., Washington, D. C. 

White, H. Gu J Thurston Court, 223 Thurston Ave., Ithaca, N. Y. 
Whitney, W. H., 3166 E. 137th St, Cleveland, Ohio. 

Williams, F. D., 1320 S. 19th, Lincoln, Neb. 

Wilmotte, R. M., 46 Washington Sq. S., New York City. 

Wilson, A. J., Western Clock Co., La Salle, HI. 

Zwicky, F. J., Hessisch-Oldendorf, b/Hamelo/Weser, Germany. 


The sixteenth annual meeting of the Union Académique Internationale was 
held in Copenhagen, at the invitation of the Royal Danish Academy of Sciences 
and Letters, May 13-16, 1935. It was attended by delegates of 14 countries, those 
of the United States of America (American Council of Learned Societies) being 
Dr. Waldo G. Leland of Washington, D. C., and Professor William A. Nitze of 
the University of Chicago, The meeting was marked by the unanimous election 
of the German Academies (Berlin, Leipzig, Heidelberg, Göttingen and Munich) 
and of the Academy of Vienna to afhliation with the Union. 


A meeting of the Third International Thrift Congress was held in Paris, May 
20-25, 1935. This was attended by over 1,000 representatives of ordinary and 
post office savings banks from different countries. 


The Italian Committee for the Study of Population Problems has printed the 
complete collection of the Proceedings of the International Congress for Studies 
on Population, held at Rome in September, 1931. This collection consists of 10 
volumes. The price is 500 lire. Further information may be obtained from the 
Secretary General, Vittorio della Porta, Rome. 


Among the grants-in-aid made by the Social Science Research Council for 
1935-36 are the following which deal more specifically with economic questions: 
Clarence E, Ayres, University of Texas, for a study in economic theory; Witt 
Bowden, U. S. Bureau of Labor Statistics, for a study of recent changes in the 
productivity of labor in England; Ebba Dahlin, University of Washington, for a 
study of social democracy in Sweden, 1914-1934; Julian S. Duncan, St. Johns 
College, for a study of the effects of the present national policies on timber 
growth and the consumption of forest products; Arthur L. Dunham, University 
of Michigan, for a study of the industrial evolution of France, 1815-1848; Earl 
J. Hamilton, Duke University, for a study of John Law’s system, the first experi- 
ment with a managed currency; Clarence A. Kulp, University of Pennsylvania, for 
a study of the legislative and administrative codrdination of a social insurance 
system; Arthur F. Lucas, Clark University, for a study of the movement toward 
the control of competitive activity in British industry; Miles S. Malone, Hill 
School, for a study of the influence of the Rappahannock and Potomac ports on 
the economic and social development of colonial Virginia; Alpheus T. Mason, 
Princeton University, for a study of trade unions and the state; Bruce D. Mud- 
gett, University of Minnesota, for a study of stability and instability in the price 
system as related to business fluctuations; Jeannette P. Nichols, for a study of 
He domestic and foreign policy of the United States on the silver question; 
Howard H. Preston, University of Washington, for a study of banking in Wash- 
ington; Ruth Reed, Indiana University, for a study of child welfare laws and 
institutions in Germany; Horace Secrist, Northwestern University, for a study of 
national bank failures in the United States, 1921-32; Walter R. Sharp, Harvard 
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University, for a study of the meee fiscal relations of central and local gov- 
ernmental authorities in France; Ralph E. Turner, for a study of the controversy 
over social pg in England, 1832-52; Elizabeth Y. Webb, Vassar College, for 
a study of United States merchant shipping with Mediterranean Ports before the 
War of 1812; Robert Weidenhammer, for a study of the feasibility and technique 
of a control of the capital market; Ruth J. Woodruff, University of New Hamp- 
shire, for a study of the American hosiery industry. 

The awards for post-doctoral research training fellowships in the social sciences 
include the following: Ben William Lewis, Oberlin College, for study in England 
of the administrative process and the new control of industry; Grover A. J. 
Noetzel, University of Wisconsin, for study in England, Switzerland and France 
of international trade and investments as affected by short-term and secular 
fluctuations in the foreign exchanges; Carl T. Schmidt, Agricultural Adjustment 
Administration, for study in the United States and Italy of the agricultural policy 
of fascist Italy; Raymond P. Stearns, Social Science Research Council Fellow, 
1934-35, for study in England and Holland of the economics of mercantilism 
(reappointment) ; Charles R. Whittlesey, Princeton University, for study in 
Germany, Switzerland and Austria of international trade and finance. 

The awards for pre-doctoral field fellowships in the social sciences include the 
following: Walter H. Beidatsch, University of Wisconsin, for study in Boston 
and Washington, D. C., of the Massachusetts system of public utility regulation ; 
Daniel B. Creamer, Columbia University, for study in Washington, D. C., of the 
relative stability of manufacturing enterprises in the period 1929-33; Milton 
Friedman, University of Chicago, : study in Washington, D. C., of agricultural 
and industrial commodity stocks; Milton Gilbert, University of Pennsylvania, 
for study in Washington, D. C., of federal trade and price statistics; Guy A. Lee, 
Harvard University, for study in the Middle West and Washington, D. C., of 


' railroad, elevator, mill and other records of mid-western agrarian history; Orville 


J. McDiarmid, Harvard University, for study in Ottawa and Washington, D.C., 
of the administration and formulation of customs tariff schedules and the opera- 
tion of tariff commissions; Gordon E. Ockey, University of California, for study 
of the California wine industry; Joho B. Rae, Brown University, for study in 
Washington, D. C., of railway land grants and administrative procedures relative 
to the public lands. 


The ninety-seventh annual meeting of the American Statistical Association 
will be held in New York City, December 27-31, 1935, with headquarters at 
the Commodore Hotel. 


At the twenty-eighth annual meeting of the Mississippi Valley Historical 
Association, held at Cincinnati, April 25-27, 1935, papers were presented on 
“Railroad Building in Alabama during the Reconstruction Period,” by A. B. 
Moore, University of Alabama; “The Turnover of Farm Population,” by J. C. 
Malin, University of Kansas; “The West and National Agriculture in the Ante- 
Bellum Period,” by H. A. Kellar, McCormick Historical Association; “The Sig- 
nificance of the Wheat (and Related) Trade in the Mississippi Valley, 1846- 
1862,” by T. P. Martin, Library of Congress; ‘Agrarianism, Capitalism, and 
Territorial Expansion, 1789-1815,” by A. P. Whitaker, Cornell University; “The 
Homestead Law in an Incongruous Land System,” by P. W. Gates, Bucknell 
University; “The Homestead Act and the Labor Surplus,” by F. A. Shannon, 
Kansas State College of Agriculture. 
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The Journal of Land and Public Utility Economics, which was founded in 1925 
by Dr. Richard T. Ely, has been taken over by Northwestern University beginning 
with Volume XI. The chairman of the board of editors is Professor Paul J. Raver. 


The School of Business Administration of the University of Buffalo has issued 
a little pamphlet entitled A New Plan for Business Training. 


The first issue of The National Marketing Review under date of Summer, 
1935, has appeared. This is the official a of the National Association of 
Marketing Teachers (Business Pubs., Inc., 332 S. Michigan Ave., Chicago). 


It is announced that the een of the annual Railway Statistics of the 
United States of America will be discontinued. 


The first number of Rivista Italiana di Scienze Commerciali e under 
date of January-February, 1935 (Casa Editrice Dr. Francesco Vallardi, Via 
Ausonio, 22, Milano, L. 90.). 


The International Institute of Agriculture, under date of January-March, 1935, 
began the publication entitled State Aid to Agriculture. It is an international 
quarterly summary of government measures affecting the prices of cereals, meats 
and dairy products (Rome, Villa Umberto I, L. 25, per year). 


It is announced that a collection of 3,500 books and 2,000 pamphlets on 
economics has been presented to New York University by Felix M. Warburg. 
This gift was made by Mr. Warburg in the name of his mother-in-law, the late 
Mrs. Jacob H. Schiff, who acquired the collection from a nephew, Professo 
Edgar Salin of Germany, now, however, a member of the faculty of the University. 


of Basle in Switzerland. 


The Brookings Institution has announced the award of 13 fellowships for the’ .. 
academic year 1935-36. A number of these are given in co-operation with leading 
universities. The awards are as follows: Arthur R. Barnett, Cornell University; 
Edward G. Cale, University of Virginia; James P. Cavin, assistant professor at 
the University of Puerto Rico; Marius Farioletti, instructor and graduate student 
at Duke University; Willard N. Hogan, Instructor at the University of Ken- 
tucky; Robin Hood, University of North Carolina; Charles M. James, University 
of Pennsylvania; Evron M. Kirkpatrick, Yale University; Phillip H. Lohman, 
University of Southern California; Edmond S. Meany, Jr., Harvard University; 
Vernon L. Phelps, Instructor at the University of Pennsylvania; Edmund J. Stone, 
Brown University; William Y. Webb, New York University. 


Professor Felix Fliigel, chairman of the department of economics at the Uni- 
versity of California, Berkeley, died May 20, 1935. 


Dr. William Vipond Pooley, professor of economic history at Northwestern 
University, died in April, 1935 . 


Professor Frank Hatch Streightoff of Indianapolis, Indiana, died January 13, 
1935. 
Appointments and Resignations 


Thomas J. Anderson, Jr., of New York University has been promoted from 
the rank of instructor to that of assistant professor of economics. 
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Allen Eugene Andress has been appointed a part-time assistant in the depart- 
ment of economics and social institutions at Princeton University. 


Donald Anthony has been promoted from associate professor to professor and 
from acting head to head of the department of economics at the University of 
Akron. 


Truman C. Bigham of the University of Florida will be visiting professor of 
economics at the University of Washington during the year 1935-36, where he 
will give courses in public utilities and public finance. He was also a visiting 
instructor at the same university during the summer. 


Ward L. Bishop of Lehigh University taught at the University of West Vir- 
ginia summer session. 


Richard M. Bissell has been appointed instructor of political economy at Yale 
University. 


Daniel Borth, Jr., has resigned as instructor in economics at West Virginia 
University to accept a position as assistant professor of accounting at Louisiana 
State University. 


Robert A. Brady will be on leave from the University of California until 
the summer of 1936 in order to accept a grant by the Carnegie Corporation for 
special study of industrial organization in Europe. 


Gordon F. Cadisch, director of the School of Business Administration at the 
State College of Washington, has been appointed dean of the Hudson College 
of Commerce and Finance of St. Peter’s College, Jersey City. 


Robert D. Calkins of the University of California at Berkeley has been ap- 
pointed acting chairman of the department of economics. 


William J. Carson, assistant professor of finance in the Wharton School 
spent the summer in Washington as executive secretary of the Central Statistical 
Board. 


Lester Vernon Chandler has resigned from his position at Dartmouth Col- 
lege to accept an appointment as instructor in the department of economics and 
social institutions at Princeton University. 


Denzel C. Cline of the department of economics and social institutions at 
Princeton University is a member of the staff engaged in the study of local 
governments in New Jersey which has been undertaken by the School of Public 
and International Affairs at Princeton University. 


Carroll R. Daugherty of the department of economics at the University of 
Pittsburgh has been promoted to the rank of full professor. 


Raymond C. Dein of the University of Nebraska has been promoted to the 
rank of instructor in business organization and management. 


S. R. Diettrich of the University of Florida has been granted a leave of ab- 
sence to serve as visiting lecturer in the Institute of Geography at the Royal 
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Hungarian Palatine-Joseph University of Technical and Economic Sciences at 
Budapest for the first half of the academic year 1935-36. 


J. Russell Doubman, associate professor of merchandising tn the Wharton 
School, has been appointed assistant director of the department of closed build- 
ing and loans under the department of banking of the Commonwealth of 
Pennsylvania. 


Ralph C. Epstein has been ere dean of the School of Business Ad- 
ministration at the University of Buffalo. 


D. M. Erb of the department of economics at Stanford University taught at 
the University of Oregon during the summer. 


Maurice J. Erickson has been appointed a scholar in business research at 
the University of Nebraska for the year 1935-36. 


W. F. ahi associate professor of economics at the University of North 
Carolina, has been granted a leave of absence to accept a position as associate eco- 
nomic adviser to the Secretary of Agriculture. 


Clyde Olin Fisher of Wesleyn University has been appointed chairman of the 
newly created Commission of Mediation and Arbitration for the State of Con- 
necticut. 


Leslie T. Fournier of Princeton University has been appointed consultant to 
the Board of Public Utility Commissioners of New Jersey. 


Bertrand Fox has been appointed assistant professor of economics at Wil- 
liams College. 


Domenico Gagliardo, associate professor of economics at the University of 
Kansas, taught in the Summer School for Women Workers in Industry, Pomona, 
Rockland County, New York. 


Henry F. Grady, dean of the College of Commerce at the University of Cali- 
fornia, has been on leave for the past year while serving as chief of the Trade 
Agreement Section of the Department of State and as special adviser on tariffs 
and trade agreements to the Secretary of State. 


Ewald T. Grether of the University of California, Berkeley, has been ap- 
pointed acting dean of the College of Commerce during the absence of Dean 
Grady. 


= Harry G. Guthmann, associate professor of finance at Northwestern Univer- 
sity School of Commerce, was granted a sabbatical leave during the second 
semester of the academic year to complete the revision of Analysis of Financial 
Statements, 


B. F. Haley of the department of econmoics at Stanford University served as 
lecturer in economics at the University of California during the second semester. 


James K. Hall of the College of Economics and Business of the University 
of Washington will serve as lecturer in economics at Stanford University during 
the fall and winter quarters. 
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Robert W. Harbeson, assistant professor of economics at Iowa State Teachers 
College, has been named visiting professor of economics at Rutgers University 
for the year 1935-36, 


E. D. Hawkins has resigned from an instructorship in the department of eco- 
nomics and social institutions at Princeton University to accept an instructorship 
at Mount Holyoke College. 


Clarence Heer, professor of economics at the University of North Carolina, has 
been granted a leave of absence for the coming academic year which he will 
spend at the University of Chicago as visiting professor of public administration. 


M. H. Hornbeak has been appointed instructor in money and banking at the 
College of Commerce, Louisiana State University. 


Roman L. Horne has been appointed instructor in economics at the Univer- 
sity of Buffalo. 


John T. Horner, formerly professor of economics at Michigan State College 
has been piers director of public relations for the Borden’s Farm Products 
Company of Michigan. 


S. S. Huebner, professor of insurance in the Wharton School and president of 
the American College of Life Underwriters, toured the United States during the 
summer in the interest of the Chartered Life Underwriter program of study. 


Melvin M. Knight, on sabbatical leave from the University of California for 
the past year, has been studying French colonial economic relations in France and 
her colonies. 


Shaw Livermore has been promoted to the rank of associate professor of 
economics at the University of Buffalo and has been made dean of the School 
of Business Administration, 


Lewis L. Lorwin of the Brookings Institution has accepted the post of eco- 
nomic adviser to the International Labour Office at Geneva, Switzerland. 


George F. Luthringer has been promoted to the rank of assistant professor in 
the department of economics and social institutions at Princeton University. 


Edward Stephen Lynch has been appointed instructor in the department of 
economics and social institutions at Princeton University. 


C. E. McNeill of the University of Nebraska has been promoted to the rank 
of professor of economics. 


Fritz Machlup, tana lecturer at Harvard University and assistant to the 
director of the Institute for Business Cycle Research in Vienna, has been ap- 
pointed professor of economics at the University of Buffalo. 


J. E. Moffat has been appointed head of the new department of economics at 
Indiana University. 


T. E. Mortis has been appointed instructor in business correspondence and 
statistics in the College of Commerce at Louisiana State University. 
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Thomas L. Norton has been promoted to the rank of associate professor of 
economics at the University of Buffalo. 


John H. Patterson, formerly of Cornell University, has been appointed lectur- 
er in economics at the University of California, Berkeley, to offer courses in 
theory and business cycles. 


S. Howard Patterson of the department of economics of the Wharton School 
taught in the summer at Columbia University. 


Jessica B. Peixotto, professor of social economics at the University of Cali- 
fornia, has become professor emeritus. 


H. L. Purdy has been promoted from instructor to assistant professor of eco- 
nomics at Dartmouth College. 


Roy L. Reierson, assistant professor of finance at Northwestern University 
School of Commerce is on leave of absence, serving with the Bankers Trust 
Company of New York City. 


Roderick H. Riley, formerly of the University of Wisconsin, has resigned as 
research secretary to United States Senator La Follette and is now a code adviser 
on the staff of the Consumers’ Advisory Board of the NRA. 


Leo Rogin of the University of California, who has been on leave while with 
the Labor Advisory Board in Washington, returns in the autumn semester. 


Edward B. Schmidt has been promoted to the rank of instructor in economics 
at the University of Nebraska. 


Karl Scholz of the University of Pennsylvania conducted an economic survey 
tour of the Soviet Union during the summer. 


Herbert D. Simpson of Northwestern University was a pointed technica] ad- 
viser to the new Committee on Revenue and Taxation of the State of Oklahoma. 


Arthur A. Smith of the department of economics in De Pauw University 
taught during the summer at George Peabody College for Teachers. 


Paul Studenski, associate professor of economics at New York University, has 
been promoted to a full professorship. 


John D. Sumner has been promoted to associate professor of economics at 
the University of Buffalo. 


Cleon O. Swayzee returns to the University of Nebraska College of Business 
Administration as associate professor of personnel management. 


Fladger Freeman Tannery has been appointed instructor in business administra- 
tion at the University of Texas. 


Albion G. Taylor of the College of William and Mary offered a course in 
labor problems at the University of California at Los Angeles during the sum- 
mer. 
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Paul S. Taylor of the University of California is director of a survey of agricul- 
tural labor in California under the aupices of the Division of Rural Rehabilitation 
of the State Emergency Relief Administration. 


Charles S. Tippetts of the University of Buffalo has been appointed dean of the 
School of Business Administration at the University of Pittsburgh. 


Victor E. Vraz, who has taken Professor C, O. Swayzee’s place at the College 
of Business Administration of the University of Nebraska during the past year, 
has been appointed assistant professor of business organization and management. 


Max J. Wasserman has resigned from the staff of the University of Illinois 
in order to become director of the finance division of the Resettlement Admin- 
istration in Washington. 


U. G. Weatherly, for many years head of the department of economics and 
sociology at Indiana University, retired in June. 


Edmund E. Werner has been appointed a scholar in business research at the 
University of Nebraska for the year 1935-36. 


Ray B. Westerfield, professor of political economy at Yale University and 
chairman of the Economists’ National Committee on Monetary Policy, taught 
during the summer at Northwestern University. 


Wilford L. White of the University of Texas has been granted an extension of 
his leave of absence so that he may continue as chief of the Marketing Research 
and Service Division of the United States Bureau of Foreign and Domestic 
Commerce. 


Frank E. Williams, professor of geography at the Wharton School, conducted 
a group of students to study the social and economic geography of Latin Ameri- 
can countries during the summer. 


William H. Wynne, research associate professor at Yale University, has been 
appointed lecturer in economics at the University of California at Berkeley, to 
offer courses in the field of international trade. 


THIRTY-SECOND LIST OF DOCTORAL DISSERTATIONS IN POLITICAL 
ECONOMY IN PROGRESS IN AMERICAN UNI- 
VERSITIES AND COLLEGES 


Students whose period of continuous non-residence exceeds three years are omitted 
from the list. The last date given is the probable date of completion. 

The frst list of this kind was dated January 1, 1904, and was sent to all members, but 
not regularly bound in the publications. The subsequent lists have appeared in the pub- 
lications as follows: 


Second list, 1905, in third series, vol. vi, p. 737. 

Third list, 1906, in third series, vol. vii, no. 3, supplement, p. 43. 
Fourth list, 1907, in third series, vol. viii, no. 2, supplement, p. 43. 
Fifth list, 1908, in the Bulletin for April, 1908, p. 69. 

Sixth list, 1909, in the Bulletin for April, 1909, p.°16. 

‘Seventh list, 1910, in the Bulletin for March, 1910, p. 12. 

Eighth list, 1911, in the Review for March, 1911, p. 212. 

Ninth list, 1912, in the Review for June, 1912, p. 519. 

Tenth list, 1913, in the Ruvizw for June, 1913, p. 527. 

Eleventh list, 1914, in the Revinw for June, 1914, p. 524. 

Twelfth list, 1915, in the Review for June, 1915, p. 476. 

Thirteenth list, 1916, in the REVIEW for June, 1916, p. 499. 
Fourteenth list, 1917, in the Review for June, 1917, p. 485. 

Fifteenth list, 1918, in the Revigw for June, 1918, p. 459. 

Sixteenth list, 1919, in the Review for June, 1919, p. 433. 
Seventeenth list, 1920, in the Review for September, 1920, p. 692. 
Eighteenth list, 1921, in the Review for June, 1921, p. 388. 
Nineteenth list, 1922, in the Review for June, 1922, p. 380. 
Twentieth list, 1923, in the REvimw for September, 1923, p. 571. 
Twenty-first list, 1924, in the Review for September, 1924, p. 601. 
Twenty-second list, 1925, in the Review for September, 1925, p. 593. 
Twenty-third list, 1926, in the REVIEW for September, 1926, p. 556. 
Twenty-fourth list, 1927, in the Review for September, 1927, p. 574. 
Twenty-fifth list, 1928, in the Review for September, 1928, p. 589. 
Twenty-sixth list, 1929, in the Review for September, 1929, p. 533. 
Twenty-seventh list, 1930, in the Review for September, 1930, p. 574. 
Twenty-eighth list, 1931, in the Review for September, 1931, p. 582. 
Twenty-ninth list, 1932, in the REvIEw for September, 1932, p. 561. 
Thirtieth list, 1933, in the Revirw for September, 1933, p. 560. 
Thirty-first list, 1934, in the REvimw for September, 1934, p. 573. 


The present list specifies doctoral dissertations completed and accepted by the various 
universities, and, in cases where a publishing company was reported, this has been given. 
Titles not marked “completed” are assumed to be still in preparation. It will be noted - 
that some thesis titles in the field of sociology are omitted, inasmuch as a list is pub- 
lished in the American Journal of Sociology. 

The list represents the status of the several theses on May 1, 1935. 


Theory and Its History 


RICHARD ABEL-MUSGRAVR, Dipl. Volkswirt., Heidelberg, 1933. Price-fixing. 1936. Har- 
vard. 

RusssLL H. BAUGH, B.A., Southwestern State Teachers College, 1924; M.A., Wisconsin, 
1926. Economic equilibrium in theory and practice. 1935. Wisconsin. 

BENJAMIN CAPLAN, A.B., McGill, 1930; A.M., 1931. The relationship of recent cycle 
theory to economic theory. 1936. Chicago. 

SUNE LEONARD CARLSON, A.B., Stockholm, 1932, The theory of depreciation and replace- 
ment of capital. 1936. Chicago. 
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LAWRENCE R. CHENAULT, B.B.A., Texas, 1920; A.M., Detroit City College, 1932. Theo- 
ries of technological unemployment. 1936. Columbia. 

ie F. Cor, Ph.B., Chicago, 1926. Cost and supply in perfect competition. 1936. 
Chicago. 

FREDERICK ST. LEGER DALY, B.A., Toronto, 1928. Savings. 1936. Harvard. 

Lioyp E. Devot, A.B., Ohio State, 1923; A.M., 1925. Some aspects of the theory of 
cost variation. 1935. Michigan. 

Rose Direcror, Ph.B., Chicago, 1932. The concept of capital in the classical economics. 
1936. Chicago. 

E. W. Eckarp, A.B., Marshall, 1930; A.M., Duke, 1934. The economics of W. Stanley 
Jevons. 1937. Duke. 

IVAN VASILIEVITCH EMELIANOFF, Magister of Agr. Ecs., Prague, 1923. Economic theory 
of coöperation. 1936. Columbia. 

MARIUS FARIOLETTI, B.B.A., Chattanooga, 1932; A.M., Oberlin, 1933. Price control under 
the National Recovery Administration. 1936. Duke. 

MAURICE FREEMAN, A.B., British Columbia, 1926; M.A., Ohio State, 1930. A comparative 
analysis of some theories concerning the origin of capitalism. 1936. Obio State. 

MILTON FRIEDMAN, A.B., Rutgers, 1932; A.M., Chicago, 1933. The economic theory of 
commodity stocks. 1936. Chicago or Columbia. 

LEIBITH GOLDENBERG, B.C.S., University of Liège, 1925; M.A., Chicago, 1929. The 
economic explanations of the present depression. 1936. Northwestern, 

AARON GOLDSTEIN, Ph.D., Harvard, 1934. An analysis of enterprise and “profits.” Ac- 
cepted, 

ALBERT GarLorp Hart, A.B., Harvard, 1930. Time in the theory of costs and output in 
the single firm. 1935. Chicago, 

TIN Gwane Ho, B.A., West China Union University, 1927; M.S., Syracuse, 1933; M.A., 
Wesleyan, 1934. Kwantze: a study of an eastern anticipation of some of the western 
economic doctrines. 1935. American, 

WILLIAM H. Kornig, A.B., Cincinnati, 1918; LL.B., 1919; B.S., 1920. The economics of 
self-sufficiency. 1936. Columbia. 

KATHLEEN MACARTHUR, A.B., Manitoba, 1928; A.M., Chicago, 1934. The economic ethics 
of John Wesley. 1936. Chicago. 

MARTIN Magvers, Diploma Landw., Gottingen, 1921; M.S., Minnesota, 1931. The de- 
velopment of codperative doctrine. 1935. Minnesota. 

GROVER NOETZEL, B.A., Wisconsin, 1929. Recent theories of foreign exchanges. 1934. 
Wisconsin. Completed. 

GABRIEL A. D; PREMNREICH, B.S. and M.B.A., College of the City of New York, 1928; 
C.P.A., University of the State of New York, 1930. Theory of corporate distribution. 
1935. Columbia. 

JAMES ALEXANDER Ross, Ph.D., Harvard, 1934. Some aspects of stock speculation in the 
capital market. Accepted. 

- R. H. ROwNTREE, Ph.D., Ohio State, 1934. American factoral proportion theory: output, 

`, costs and profits. Completed. 

ARTHUR SMITHIES, LL.B., Tasmania, 1929; B.A., Oxford, 1932. Aspects of the theory of 
production. 1935. Harvard. Accepted. 

GEORGE JOSEPH STIGLER, B.B.A., Washington, 1931; M.B.A., Northwestern, 1932. The 
development of modern distribution theory out of the theory of subjective value, 1870- 
1894. 1936. Chicago. 

ALAN RICHARDSON SWHEZY, Ph.D., Harvard, 1934. The Austrian School and the inter- 
pretation of subjective value theory. Accepted. 

JOHN RAYMOND WALSH, Ph.D., Harvard, 1934. The capital concept applied to man. 
Accepted. 

ROBERT CLIFTON WEAVER, Ph.D., Harvard, 1934. The high wage theory of prosperity. 
Accepted. 

JULIUS TUGENDREICH WENDZEL, Ph.D., Harvard, 1934, Rents, incomes and product prices. 
Accepted. 
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JOHN Burr Wurms, S.B., Harvard, 1923; M.B.S., 1925. Theory of investment value. 
1935. Harvard. 

Rex S. Winstow, A.B., Simpson, 1923; A.M., Ilinois, 1929. A comparative study of 
representative American profit theories. 1935. North Carolina. 

VICTORIA PEDERSON WRIGHT, A.B., Smith, 1928; A.M., Columbia, 1932. Further re- 
flections on the theory of liquidity. 1937. Columbia. 


Economic History and Geography 


THOMAS S. Berry, B.S., Harvard, 1917; A.M., 1932. Ohio River commerce before 1850. 
1936. Harvard, 

HEIMAN Barr, A.B., Indiana, 1919; A.M., Chicago, 1921. Economic background of the 
Franco-Russian alliance. 1936. Columbia. 

HERBERT BLOOM, M.H.L., Jewish Institute of Religion. The economic activities of Amster- 
dam Jewry in the seventeenth and eighteenth centuries. 1936. Columbia. 

MmRoN Burcin, B.S., Harvard, 1929. Economic and financial history of Argentina. 1936. 
Harvard. 

MAUDE CARMICHAEL, The plantation system in Arkansas, 1850-1876. 1935. Radcliffe. 
Accepted. 

FRANCES SERGEANT CHILDS, A.B., Bryn Mawr, 1923; A.M., Columbia, 1927. Economic 
and cultural activities of the French émigrés in the eastern United States. 1936. Columbia. 

Mary L. Crawrorp, A.B., Wellesley; A.M., Columbia, 1930. Economic development of 
the French settlements in Indiana. 1936. Columbia. 

Earr D. Davis, A.B., A.M., Southern California, 1918. Economic history of the California 
rancho. 1936. Columbia. 

GEORGE A. Doucras, A.B., Michigan, 1926; Ph.M. Wisconsin, 1930. The economic his- 
tory of Frederick County, Maryland. 1936. Johns Hopkins. 

BERNARD DRELL, Ph.B., Chicago, 1931; A.M., 1934. Democracies in conflict: agrarianism 
and industrialism in the Jeffersonian era. 1936. Chicago. 

W. H. DUBBERSTEIN, Dipl., Concordia Theological Seminary, 1930; A.M., Chicago, 1931. 
Prices and interest rates in Babylonia. 1936. Chicago. 

Rosert A. East, A.B., Williams, 1931; A.M., Columbia, 1932. Origins of capitalist en- 
terprise in the revolutionary era. 1936. Columbia, 

LOWELL LAszLO Ecker, B.S., Harvard, 1930. The reconstruction of Hungary. 1934. Har- 
vard. Completed. 

JOHN KinG FAMBANK, A.B., Harvard, 1929; B.Litt., Oxford, 1931. Foreign trade and 
diplomacy in China, 1840-1860. 1936. Oxford. 

SELMA FINE, A.B., Cornell, 1932; A.M., Radcliffe, 1934. English excise taxes as an indica- 
tion of economic conditions in the eighteenth century. 1936. Radcliffe. 

ELIZABETH Boopy FRUSKI, Ph.D., Radcliffe, 1934. Trade statistics and cycles in England, 
1697-1750. Accepted. 

W. E. Forz, A.B., Evansville, 1927; M.S., Illinois, 1933. Financial crisis of 1819. 1935. 
Illigois. l 

S. PAUL GARNER, A.B., Duke, 1932; A.M., 1934. The crisis of 1837. 1936. Duke. 

A. L. GEISENHEIMER, A.B., Charleston, 1909. Langdon Cheves as an economist. 1936. 
Johns Hopkins. 

Recror R. HARDIN, A.B., Berea, 1929; A.M., Duke, 1932. The place of treasure in Eng- 
lish and French mercantilism before 1700. 1935. Duke, Accepted. 

Davip Moopy Harrison, B.S., Ursinus, 1929; AM. Duke, 1933. Changes in occupa- 
tional groupings during years of depression in the United States since 1873. 1936. 
Duke. 

WILLIAM TROTTER Hicks, B.S. in B.A., Florida, 1927; M.S. in B.A., 1928. Economic ef- 
fect of nationalization of foreign property in Mexico between 1917 and 1931. 1935. 
Northwestern, Completed. 

G. R. Hucues, A.B., Nebraska, 1929. Land ownership in ancient Egypt. 1936. Chicago. 

HaroLD H. HUTCHESON, A.B., Richmond, 1933. Tench Coxe. 1936. Johns Hopkins. 
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L. P. Jackson, A.B., Fisk, 1914; A.M., Columbia, 1922. Negro labor and property- 
holding in Virginia, 1830-1860. 1935. Chicago. 

SISTER MARIETTA JENNINGS, A.B., St. Catherine's, 1919; A.M., Columbia, 1925, The 
pioneer merchant of Missouri, 1809-1829. 1936. Columbia. 

ROBERT KEEN Lams, A.B., Harvard, 1929. Development of entrepreneurship in Fall River, 
1813-1859, 1935. Harvard. Accepted. 

WILLIAM STEWART LESTER, Ph.D., Kentucky, 1934. The ‘Transylvania Company. Ac- 
cepted. 

SHAW LIVERMORE, A.B., Dartmouth, 1922; M.B.A., Harvard, 1924. Early speculative land 
companies and associations. 1935. Columbia. Accepted. 

Harry Lynn, A.B., Transylvania, 1928; M.A., Kentucky, 1930. Growth of American 
policy with respect to the Philippine Islands. 1935. Kentucky. 

VIRGINIA CLAY MCCLURE, Ph.D., Kentucky, 1934. Settlement of the Kentucky Mouan- 
tains. Accepted. 

I. S. MEYER, A.B., College of the City of New York, 1925; A.M., Columbia, 1928. The 
economic history of the Jews in European Turkey in the sixteenth century. 1936. Columbia. 

MARION L. Ricz, A.B., Wyoming, 1931; A.M., 1932. French and American business men 
in the American Revolution. 1936. Chicago. 

STEPHEN S. SLAUGHTER, A.B., Drake, 1925; A.M., Columbia, 1928. Social and economic 
causes of the Puritan movement in England. 1936, Columbia, 

CATHERINE H. SMITH, A.B., Agnes Scott, 1922; A.M., Chicago, 1927. Social and eco- 
nomic factors in British imperialism in the 1880's. 1936. Chicago. 

ROBERT T. THOMPSON, A.B., Wake Forest, 1917; A.M., 1918. The Eastern merchant, 
1790-1840, 1935. Columbia, 

Lyper L. Unstap, A.B., Concordia, 1921; AM., Minnesota, 1928. The industria] history 
of Columbus, Ohio. 1935. Obio State. 

GEORGE W. VAN VLECK, B.S., Colgate, 1909; Ph.M., New York, 1918; A.M., 1919. The 
panic of 1857. 1936. Columbia. 

ARTHUR MARTIN Wemer, Ph.D., Chicago, 1934. An economic history of Alma, Michi- 
gan. Accepted. 

HAROLD FRANCIS WILLIAMSON, A.B., Southern California, 1924; A.M., Harvard, 1934, 
Edward Atkinson. Harvard. Completed. (Published by Old Colony Bookstore, Boston.) 
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H. P. ALSPAUGH, B.A., Ohio State, 1928; M.A., 1929. The marketing of meat and meat 
products, 1935. Ohio State. 

FRED HOBSON ARNOLD, B.S., Peabody, 1925; A.M., 1928. The Agricultural Adjustment 
act as applied to cotton: an example of crop control. 1935. North Carolina, 

KARL E. ASHBURN, A.B., Texas Christian, 1926; A.M., 1928. The development of cot- 
ton production in Texas. 1934, Duke. Accepted. 

Lois BIGELOW Bacon, Ph.D., Radcliffe, 1935. Institutional factors affecting the market- 
ing of milk in metropolitan Boston. Accepted. 

DEAN W. BLACKBURN, B.A., Arkansas, 1930; M.A. Iowa State College, 1931. Policies 
in handling the “new public domain.” 1935. Wisconsin. 

ELMER, W. Braun, Ph.D., Columbia, 1934, Agricultural commodity studies as a basis 
for regional outlook statements with special reference to California. Completed. (Pub- 
lished by University of California Press.) 

James HENRY BREDIN, B.S., Saskatchewan, 1923; M.A., Minnesota, 1927. Statistical 
measurements of the elasticity of demand with special reference to wheat. 1935. North- 
western, Completed. 

FRANK Wicker Burton, B.A., Toronto, 1930; M.A., Harvard, 1933. The grain trade 
of Canada. Toronto. 

WAYNE Caskey, Ph.B., Chicago, 1930; M.S., Ilinois, 1933. The economic significance 
of seasonal variation in production ip the marketing of whole milk in the United States. 
1935, Ilinois, 
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JOHN MACINTYRE CassELs, Ph.D., Harvard, 1935. A study of milk prices. Accepted. (To 
be published by Harvard University Press, 1936.) 

IDA B. CHEATHAM, A.B., Columbia, 1916. The Chadbourne plan. 1936. Columbia. 

LINDSAY ALEXANDER CRAWFORD, B.S., California, 1920; M.S., 1932. An analysis of meth- 
ods for conducting farm organization studies under California conditions. 1935. Cali- 
fornia. 

WILLIAM H. DANKErRS, B.S., Minnesota, 1929; M.S., 1931. An economic analysis of the 
cost and utilization of power supplied by horses on Minnesota farms. 1936. Minnesota. 

IRVING GILMAN Davis, A.B., Bates, 1906. The type of farming study as a basis for the 
formulation of public policy with relation to agricultural production. 1936, Harvard. 

Byron C. DENNY, B.S., Penn State, 1930; M.S., Rutgers, 1931. Transportation of farm 
products. 1936. Wisconsin. 

EMMA MARGARET Doran, B.A., Toronto, 1922; M.S., Columbia, 1929. The agricultural 
processing taxes under the A.A.A. 1937. Columbia. 

Mary FLUG, A.B., Brooklyn, 1933; AM. Columbia, 1934, Minnesota Farmer-Labor 
Party. 1936. Columbia. 

SAMUEL J. GILBERT, B.S., Kansas State, 1921; M.S., Wisconsin, 1932. Utilization of Wis- 
consin crop land by soil areas. 1936. Wisconsin. 

FRANK RUSSEL GLASENER, B.A., Iowa State Teachers, 1911; M.A., Iowa, 1933. The Ag- 
ricultural Adjustment act: an analysis of its provisions and operation. 1934. Iowa. 
Accepted. 

JACK GOTTSEGEN, A.B., Amherst, 1928; M.B.A., Harvard, 1930. Tobacco: a study in 
consumption. 1936. Columbia. 

Epwarp G. Grest, B.S., Saskatchewan, 1926; M.S., 1932. Farm business study of the 
Olds District, Alberta, 1936. Minnesota. 

GILBERT T. GUSTAFSON, B.A., Iowa, 1926; M.A., 1927. Relation of Wisconsin’s geo- 
graphic pattern to land use. 1936. Wisconsin. 

THOMAS ROWAN HAMILTON, A.B., Washington and Lee, 1917; M.S., Columbia, 1924. 
An economic study of the sheep and wool industry. 1936. Columbia. 

SIMON GABRIEL HANSON, B.S., Vermont, 1929; A.M., Harvard, 1933. Some chapters in 
the history of the Argentine livestock and meat industry. 1935. Harvard. Completed. 
Homer J. Henney, B.S., Kansas State, 1921; M.S., 1928. Economic factors affecting 
returns from beef cattle, with particular reference to effects of changes in supply, de- 

mand and price. 1936. Minnesota. 

ARNOLD F. Hinricus, Ph.D., Minnesota, 1935. An economic study of farmers’ elevators 
in Indiana. Accepted. 

ROBERT R. Horner, A.B., Michigan, 1926; AM., 1927. Public control in the dairy in- 
dustry. 1936. Michigan. 

LEANDER D. Howe t, B.S., M.A., Texas Agricultural and Mechanical, 1922. Cotton prices 
and markets with special reference to prices of cotton related to its grade and staple 
length. 1934. Wisconsin, Completed. 

Robert L. Hunt, B.S., Texas, 1924; M.S., North Carolina State, 1927. History of Farmers’ 
Union tn Texas, 1934. Wisconsin. Completed. 

Francis R. KENNEY, B.S., Michigan State, 1914; A.M., Southern California, 1931. A 
proposed federal reclamation policy. 1936. Catholic. 

CHARLES I). Kepner, A.M., Harvard, 1917; S.T.B., Andover Theological Seminary, 1922. 
Social implications of the banana industry. 1936. Columbia. 

PAUL LINCOLN KLEMNSORGE, A.B., Stanford, 1927; M.B.A., Harvard, 1929, Some eco- 
nomic aspects of the Boulder Dam. 1937. Stanford. 

HARALD C. LARSEN, B.S., South Dakota State College, 1929; M.S., Kansas State, 1930. 
Relation of land income to land value in Wisconsin. 1935. Wisconsin. 

CHING-CHUNG LiANG, Ph.D. Harvard, 1934. The relationship between population and 
food supply of China. Accepted. 

MARIE A. LIPARI, A.B., Barnard, 1931; A.M., Columbia, 1932. The padrone system in 
America. 1936. Columbia, 

Orson G. Lioyp, B.S.A., Utah Agricultural, 1910; M.S., Wisconsin, 1912. Participa- 
tion of farm landlords in the management of central Indiana farms. 1936. Wisconsin. 

GORGE Epwarp Loper, B.S., North Carolina, 1930; M.A., Comell, 1931. Bread in 
Ithaca, New York. 1935. Cornel]. 
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VALENTINE S. MALrrsKy, Ph.D., Minnesota, 1934. Economic effects of recent changes 
in Russian agriculture. Accepted. 

Lester DeWrrr MaLLory, B.S., British Columbia, 1927; M.S., 1929. The wheat policy 
of France and its economic effects. 1935. California. 

DwicHt W. MICHENER, A.B., Pennsylvania, 1922; A.M., Haverford, 1923. Consumer 
market for meat in New York City. 1937. Columbia. 

RONALD LESTER MIGHELL, B.S., Iowa, 1925. Economics of scientific management in ag- 
riculture. 1936. Harvard, 

RICHARD E. Moony, B.S., Rutgers, 1925. Marginal land in the sand area of central Wis- 
consin, 1936. Wisconsin, 

ARTHUR NEWELL MOORE, A.B., Harvard, 1923; A.M., 1925. History and problems of 
agricultural credit in the South. 1936. Harvard, — 

OLE ALEXANDER NEGAARD, B.S., Minnesota, 1926, A problem in the marketing of agri- 
cultural products. 1936. Harvard. 

THEODORE NORMAN, A.B., Harvard, 1930. Government aid and regulation of agricul- 
ture since the war. 1938. Harvard. 

Jesse TAYLOR PALMER, B.S., Illinois, 1928; M.S., 1931. The control of production and 
price in the marketing of whole milk. 1935. Ilinois. 

RAYMOND J. PENN, B.E., River Falls State Teachers College, 1932. Foreign trade in rela- 
tion to agricultural products. 1936. Wisconsin. 

PAUL QUINTUS, Ph.D., Minnesota, 1934. An economic analysis of the Twin City milk 
market, Accepted. 

P. SATYANANDAM, M.A., Madras; A.M., Columbia. Agricultural coöperation in Madras 
Province. 1936. Columbia, 

EarL B. SMITH, B.A., Central College, Missouri, 1931. Marketing of dairy cattle. 1936. 
Wisconsin. 

Ropert F. SPILMAN, B.S., Oklahoma A. and M., 1926. Land utilization in northern 
Wisconsin. 1936. Wisconsin. 

GEORGE WILLIAM STRASSER, A.B., Columbia, 1932. Economic organizations of British 
coal industry and German coal industry compared. 1937. Columbia. 

ARTHUR THEODORE SUTHERLAND, B.A., Nevada, 1930. Disposition of the public Jands 
of the United States. 1936. Clark. 

Sam H. THOMPSON, B.S., Minnesota, 1914; M.S., Iowa State, 1923. Economic trends in 
the marketing of Iowa livestock. 1936. Minnesota. 

JAMES EpwArRD Warp, JR, B.S., Virginia, 1929; M.S., 1931. Thomas Jefferson's contri- 
bution to American agriculture. 1935. Virginia. 

OTHELLO JOHN WHEATLEY, B.S., Utah State, 1929; M.S., Cornell, 1931. The valuation 
of farm land. 1935. Cornell. 

J. E. Writs, B.S.; Illinois, 1925;,/M.S., 1932. Land use problem in selected areas of the 
Illinois River Basin. 1936. Ilinois, 

CHARLES FREDERICK WILSON, A.B., Western Ontario, 1928. Agricultural adjustment in 
Canada. 1936. Harvard. 

FLORENCE M. Wooparb, Ph.B., Vermont, 1918; AM., Columbia, 1927. The town pro- 
prietors of Vermont: the New England land system in decline. 1936. Columbia, 

LELAND R. Wricut, B.S., Brigham Young, 1928. The remaining United States public 
domain. 1936. Wisconsin. 
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JOHN ARMSTRONG, B.S., Illinois, 1931; M.S., 1932. The production and consumption of 
‘electrical energy in the United States. 1935. Ilinois. 

HAROLD ATHERTON BaAKgR, B.S., Dartmouth, 1923. Consumption of automotive products, 
1926-33. 1936. Chicago. 

C. BEVERLEY BENSON, C.E., Cornell, 1917. Economic consequences of engineering works. 
1937. Columbia. 

IRENE Mary Biss, B.A., Cambridge, 1928; M.A., Bryn Mawr, 1929. The history of the 
development of electrical power in Canada. Toronto, 

Harry Dwicutr BONHAM, B.S. in Com., Missouri, 1922; A.M., Chicago, 1926. Survey 
of the industrial status of Birmingham, Alabama. 1935. Chicago. 
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HERMAN HoLLIS CHAPMAN, A.B., Michigan, 1918. Steel companies in years of pros- 
perity and depression. Columbia. 

WILLIAM T. CRANDELL, A.B., Michigan, 1923; A.M., Pittsburgh, 1927. The national 
income accounted for and the national wealth controlled by the electric light and power 
industry. 1934. Michigan. Accepted. 

ALBERT Ross Ecker, Ph.D., Harvard, 1934. Statistics of the electric light and power 
industry. Accepted, l 

A. H. KzLLY, Ph.B., Chicago, 1931; A.M., 1934. A history of the Hlinois Manufacturers’ 
Association. 1936. Chicago. 

BENJAMIN B. KENDRICK, Je, B.S., North Carolina, 1931; A.M., Columbia, 1933. A 
study of the tobacco industry in North Carolina. 1936. North Carolina, ` 

STEPHEN J. KENNEDY, A.M., Columbia, 1931. Financial policies in the cotton textile in- 
dustry since the war. 1935. Columbia. 

S. P. LANGHOFF, B.S., Illinois, 1931; M.S., 1932. The organization and price control of 
electricity supply in Greater London. 1934. Ilinois. Accepted. 

WARREN W. LEIGH, B.A. Utah, 1920; M.B.A., Northwestern, 1924. Recent changes in 
tire distribution and some of the effects upon the industry. 1935. Northwestern. 

CLARENCE DICKINSON Lonc, JR, A.B., Washington and Jefferson, 1932; A.M. 1933. 
Residential construction in recent business cycles. 1936. Princeton. 

WILLIAM HERMAN NEWMAN, Ph.D., Chicago, 1934. The building industry and business 
cycles. Accepted. (Published by the University of Chicago Press.) 

J. L. Norris, S.B., Northwestern, 1928; A.M., Harvard, 1931. History of the American 
book trade, 1875-1900. 1936. Chicago. 

THOMAS DANIEL O'KzEFE, B.F.S., Georgetown, 1926; M.A., American, 1927. The glass- 
ware industry. 1936. American. 

G. GORDON OSBORNE, B.S., Lowell Textile, 1928. The location of the cotton textile in- 
dustry between 1920 and 1930. 1936. Harvard. 

JoHN R. RIGGLEMAN, Ph.D., Johns Hopkins, 1934. Long-time variations in building ac- 
tivity. Accepted. 

R. F. SMITH, A.B., Miami, 1927; M.S., Illinois, 1929. An analysis of recent changes in 
employment, wages, production and profits in selected industries. 1934, Illinois. Ac- 
cepted. 

T. L. WHITESEL, B.E., Eastern Illinois State Teachers, 1931; B.S, Hlinois, 1932; MS., 
1933. The utilization of hydro-electric power resources in the United States, 1936. Il- 
linots. 

Bryce Woop, A.B., Reed, 1931; A.M., 1933. Trade in and manufacture of arms. 1936, 
Columbia, 
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GEORGE Prercg BAKER, Ph.D., Harvard, 1934. Railroad combination in New England 
before 1900. Accepted. 

JOSEPH ALEXANDER BATCHELOR, A.B., Indiana, 1930; M.S., 1931. A region study of the 
traffic development in the southern rate territory. 1936. Northwestern. 

CAMILE J. Borre, B.S, Ohio State, 1927; M.A., 1928. Recent developments in urban 
transportation. 1934. Ohio State. Completed. 

MARJORIE S. CAMPBELL, A.B., Wisconsin, 1917; A.M. Trinity, 1932. The development 
of the American merchant marine since the war. 1935. North Carolina. 

V. D. Cover, B.S., Iowa, 1930; M.B.A., Northwestern, 1931. Joseph Bartlett Eastman: 
his views and influence in railway regulation. 1935. Ilinois. 

Ford K. Epwarps, B.S., Iowa State, 1925. Regulation of the highway carrier. 1934, Yale. 

L. E. FITZGERALD, A.B., Superior State Teachers, 1927; M.A., Iowa, 1930. Some aspects 
of railroad finance since 1929. 1936, Illinois. 

WILLIAM P. GRUNEWALD, B.A., Coe, 1930; M.A., Iowa State, 1931. The development 
and financial history of the Burlington, Cedar Rapids and Northern Railroad. 1936. 
Towa. 

ROBERT MURKLAND HALEY, A.B., Harvard, 1913; M.S., Oregon State, 1927. History of 
the development of electric railroad interurban lines in Indiana. 1936. Northwestern. 


1935 | Trade, Commerce, and Commercial Crises 621 


CHARLES L. Hopez, A.B., St. Louis, 1925. History of the Boston and Albany Railroad to 
1867. 1936. Harvard, 

OLIVER W. Hoimes, A.B., Carleton, 1922. Stage coach travel and the staging business in 
American history. 1936. Columbia, 

JOHN G. B. Hutrcuuns, B.S., Massachusetts Institute of Technology, 1931. American ships 
and shipbuilding, 1815-1890. 1936. Harvard. 

ELLIS KIMBLE, B.S. in Commerce, Kansas State Teachers, 1923; M.S. in Commerce, Okla- 
homa Agricultural and Mechanical, 1929. Service-at-cost in the street railway industry. 
1934, Wisconsin. 

Harotp D. Koontz, BA., Oberlin, 1930; M.B.A., Northwestern, 1931. Railroad de- 
preciation: the relationship of the loss of value of railroad property through age, wear, 
inadequacy and obsolescence to financial policy and public regulation. 1935. Yale. 

WILLIAM RAMSDELL LEONARD, Ph.D., Cornell, 1934. Effect of highway competition on 
railways, 1921-1929. 

MARTIN L. LinDAHL, Ph.D., Michigan, 1933. CoSperation between the Interstate Com- 
merce Commission and the state commissions in railroad regulation. Accepted. (Pub- 
lished in the Michigan Law Review, vol. 33, no. 3, January, 1935.) 

Epwin Leg Lopara, M.S., Washington University, 1931. County aid to railroads in 
Missouri. 1935. Columbia. 

Epwarp S. Lyncu, A.B., Amherst, 1933. The economics of land transportation in New 
England. 1936. Harvard. 

W. L. McMuLenN, B.S., Illinois, 1932; M.S., 1933. Air express in tbe United States. 
1935. Ilinois. 

M. J. MANDEVILLE, B.S., Ilinois, 1921; M.S., 1922. Study of the United States merchant 
marine between 1920-30. 1935. Minois. 

BENJAMIN O. MILLER, A.B., Bridgewater, 1923; A.M., Virginia, 1924. The merchant 
marine and protective tariff policies of the United States. 1936. Virginia. 

James Ceci, NELSON, Ph.D., Virginia, 1934, The extent and status of motor transportation 
regulation in the United States. Accepted. 

MERTON OGDEN PHILLIPS, A.B., Miami, 1924; AM., North Carolina, 1926. The rise 
and decline of the “tramp” in world shipping. 1935. North Carolina. 

Hain Ssutu, A.B., Yenching, 1931; M.B.A., Pennsylvania, 1934. The mercantile marine 
policy of the United States. 1935. Pennsylvania. 

JOHN J. THoRNBoRROW, B.S., Illinois, 1932; M.S., 1933. A national policy for electrical 
communications for the United States (with special reference to competition and 
monopoly). 1935, Ilinois. 

Davip BupLoNG TYLER, A.B., Williams, 1921; A.B., Oxford, 1926; A.M., Columbia, 
1928. A history of steamship lines in the North Atlantic up to 1902. 1935. Columbia. 

R. HAapiy Waters, B.S. in Econ., ge a 1928; M.A., 1929. Competition in trans- 
portation, 1936. Pennsylvania. 
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I. W. Arm, B.S. in Bus., Minnesota, 1926. The sources and uses of funds of industrial 
corporations from 1927 to 1932, with special reference to the business cycle. 1935. 
Minnesota. 

ARMAND J. BRISSETTE, A. B., Clark, 1930; A.M., 1932. Franco-American trade relations. 
1936. Clark. 

VINCENT F. CLeary, Ph.D., Catholic, 1934. British imperial preference in its application 
to Australia. Completed. (Published by Catholic University of America, Washington, 
D.C.) 

EMILIO GABRIEL COLLADO, JR., B.S., Massachusetts Institute of Technology, 1931. Japanese 
competition in foreign trade. 1936. Harvard. 

RosertT H. FLEMING, B.C., Toronto, 1925. History of the wholesale trade of Chicago. 
1936. Chicago. 

M. C. Gay, A.B., Oberlin, 1929; A.M., Michigan, 1931. International economic policy of 
the United States since 1929, 1936. Ilinois, 
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Norris OLIVER JOHNSON, Ph.D., Harvard, 1934. The business cycle as a problem in 
economic distribution. Accepted. 

F. M. Jongs, B.S., Illinois, 1927; M.S. 1930. The middlemen in the domestic trade of 
the United States, 1800-1860. 1935. Ilinois. Accepted. 

VERNON Davip KEELER, A.B., Ohio State, 1925. A century of marketing and trade develop- 
ment in Cincinnati. 1936, Chicago. ; 

HELEN L. KLOPFER, A.B., Bryn Mawr, 1927; A.M., Pennsylvania, 1932. Foreign trade 
of the Port of Philadelphia, 1730-1860. 1936. Pennsylvania. 

JOHN KENNETH LANGUM, B.A., Colorado College, 1933; M.A., Minnesota, 1935. The 
equilibrium concept in business cycle theory. 1938. Minnesota. 

Wum W. Lockwoop, JR., A.B., DePauw, 1927. The foreign trade of China, 1918-1927, 
1936. Harvard. 

PABLO N. Massun, B.S.U., Philippines, 1923; M.S., Wisconsin, 1932. United States- 
Philippine trade relations. 1935. Wisconsin. l 

EUGENE F. MELDER, B.A., Washington, 1926; M.A., 1931. Trade barriers between states, 
1936. Wisconsin. 

JOHN Perry MLLER, A.B., Harvard, 1933. Unfair competitive practices and cut-throat 
competition. 1936. Harvard. 

ESTHER E. NELSON, A.B., Radcliffe, 1920; A.M., 1922. International trade under a silver 
standard, 1936. Radcliffe. 

Norman T. Ness, A.B., Carleton, 1925; A.M., California, 1927. Bolivia: a study in the 
international movement of capital. 1936. Harvard. 

CHARLES A. Orr, A.B., Michigan, 1932. International boycotts. 1936. Michigan. 

WiILtiAM B. PALMER, A.B., Michigan, 1929; A.M., 1930. Post-war American capital 
movements and the trade cycle. 1936. Michigan. 

JAMEs D. Panis, A.B., Columbia, 1929; A.M., 1931. Equilibrium in international trade. 
1936. Columbia. 

JaMgs S. PARKER, B.A., Beloit, 1922; M.B.A., Northwestern, 1928. Maldistribution of the 
national income as a cause of business cycles. 1936. Wisconsin. 

RAYMOND S. Rusirnow, A.B., Pennsylvania, 1925; A.M., Wisconsin, 1929. An economic 
study of the most-favored-nation clause, 1936. Chicago. 

G. W. SANFORD, B.S., Illinois, 1927; A.M., 1928. The commercial policy of Great Britain 
since the World War. 1934. Ilinois. Accepted. 

MARGARET SHAUGHNESSY, B.A., Bryn Mawr, 1932. A pre-war cycle in British trade, 1885- 
1896. 1935. Redcliffe. Accepted. 

HAROLD Hastrncs SHIVELY, A.B., Ohio, 1913; A.M., Ohio State, 1923. The market 
practice problem of code administration. 1936. Chicago. 

RONALD B. SHUMAN, B.A., Hamline, 1928; M.A., Minnesota, 1929. Trade into and out 
of the Central Northwest: a study on regional self-sufficiency. 1934. Minnesota. Ac- 
cepted. 

ERNST WERNER SWANSON, Ph.B., Chicago, 1930. Scandinavian business cycle theory. 1935. 
Chicago. 

CARL EDISON THOMAS, S.B., Massachusetts Institute of Technology, 1921; M.B.A., Har- 
vard, 1924. Price structure and industrial fluctuations. 1935. Harvard. Completed. 

PAUL WieErs, B.S., Michigan, 1929; M.A., 1931. Trends in United States foreign trade 
and capital movements. 1935. Michigan, 

BRAYTON F. WILSON, B.S., Harvard, 1920. Consumers’ purchasing power in the business 
cycle. 1936. Harvard. 

WARREN FINCH WricHT, A.B., Wisconsin, 1921; M.B.A., Northwestern, 1929. Con- 
sumers’ reading habits. 1936. Chicago. 


Accounting, Business Methods, Investments, 
and the Exchanges 
AARON VICTOR ABRAMSON, A.B., West Virginia, 1928; A.M. Brown, 1931. Expansibility 
of the domestic market of the United States. 1934. Brown. 
Epwarp DOUGLAS ALLEN, B.A., Grinnell, 1930; M.A., Minnesota, 1934. A statistical 
analysis of American investment trusts. 1936. Minnesota. 
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CHARLES M. ANDERSON, A.B., Johnson Bible College, 1916; A.M., Michigan, 1918. The 
marketing of funeral supplies. 1936. North Carolina. 

EDWARD HUTCHINGS ANDERSON, B.S., Virginia, 1923; M.S., Florida, 1928. A synthesis 
of the theories of administrative control organization. 1935. North Carolina, 

Davip HARRY ANGNEY, A.B., Idaho, 1932; A.M., Brown, 1934. Foreign Dominion and 
Colonial issues in the London new issue market, 1914-1934. 1936. Brown. 

STERLING KRICK ATKINSON, B.S.C., Temple, 1926; A.M., Pennsylvania, 1929. A model 
cost control plan for delivery departments in department stores doing an annual gross 
business of from two to ten millions of dollars. Colsmbia, (Privately printed, Phila- 
delphia, Pa.) 

ra al Barr, Je, B.S, Illinois, 1923; M.S., 1924. Cash basis versus accrual. 1936. 
Yate. 

LAWRENCE N. BLOOMBERG, Ph.D., Johns Hopkins, 1934. The investment value of good- 
will. Accepted. 

CARMAN GEORGE BLouGH, A.B., Manchester, 1917; A.M., Wisconsin, 1922, Inter-cor- 
porate relations of public utilities, with special reference to accounting regulation and 
management. 1937. Harvard. 

LEON ARTHUR BOSCH, A.B., Hope, 1928; M.A., Illinois, 1930. Government, N.R.A., and 
marketing. 1937. Northwestern, 

WINFIELD Scorr Brices, B.S., Mississippi Agricultural and Mechanical, 1923; M.S., Co- 
lumbia, 1929, Devaluation and appreciation of fixed corporate plant from the standpoint 
of accounting. 1937. Columbia. 

LYNDON O. Brown, B.A., Carleton, 1924; M.B.A., Northwestern, 1931. Quantitative mar- 
ket analysis methods, 1935, Northwestern. Completed. 

T. W. Bruce, A.B., Lawrence, 1923; A.M., Illinois, 1931. Community industrial financing 
plans. 1935. Illinois. Accepted. 

BERNARD D. CAHEN, B.Litt., Columbia, 1930; A.M., 1931. Control of capital markets. 
1936. Columbia. 

MONROE SPURGEON CARROLL, A.B., Baylor, 1921; A.M., Brown, 1926. Accounting control 
in social agency work. 1935. Chicago. 

STANLEY F. CHAMBERLIN, B.S. in Economics, Pennsylvania, 1922; A.M., 1925. American 
investments in Argentina, Brazil and Chile. 1935. New York. Accepted. 

A. H. CuHutr, B.A, Michigan, 1916; M.A., Ohio State, 1931. Problems and trends in 
ceramic marketing. 1935. Ohio State. 

CARL M. CLARK, B.A., Oklahoma Agricultural and Mechanical, 1928; M.A., 1929. Com- 
pulsory marketing through or under the direction of a single agency. 1936. Wisconsin. 

JOHN C. CLENDENIN, B.S., Illinois, 1925; M.S., California, 1927. Recent legislation on 
the settlement of defaulted debt contracts. 1935. Iowa, Accepted. 

RAYMOND VERNON Craopir, S.B., Tarkio, 1924; A.M., Chicago, 1932. An analysis of 
surplus, reserves and' dividends and the corporation law applicable thereto. 1936. 
Chicago. 

Liroyp V. DoucLas, B,S.C., Iowa, 1923; M.A., 1928. Development of techniques and 
materials for the teaching of certain general business objectives in a course in non- 
vocational bookkeeping. 1935. Iowa. 

DELBERT JAMES DUNCAN, B.S., Utah, 1918; M.B.A., Harvard, 1921. The control of stock 
shortages in department stores, with particular reference to a chain organization. 1935. 
Northwestern. Completed. 

C. F. DUNHAM, B.S., Illinois, 1929; M.S., 1931. The secondary reserve in corporation 
finance. 1934. Illinois. Accepted. 

CHESTER O. EGNER, B.A., St. Olaf, 1924; M.Ph., Wisconsin, 1932. Rationalization of a 
national economy: an examination of some of the fundamental bases of the need for 
direct and positive control of investment credit. 1935. Wisconsin. 

Roy J. W. ELY, A.B., Nebraska; 1924; AM, 1925. National bank stocks as investments. 
1936. Nebraska. 

SYLVIA FISHBEIN, A.B., Hunter; A.M., Columbia. The industrialization of office workers. 
1936, Columbia, 

RoBrert W. FRENCH, A.B., Michigan, 1932; A.M. 1933. American direct investments in 
Canada. 1936. Michigan. 
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RICHARD LANDIS FUNKHOUSER, A.B., Dartmouth, 1930; A.M., Princeton, 1934. Corporate 
income and corporate dividend policies in their relation to the economic processes of 
production and consumption. 1935. Princeton. 

CARRIE T. GLASER, A.B., Brooklyn, 1933; A.M., Columbia, 1934. Stability of unem- 
ployment in relation to the size of the business enterprise. 1936. Columbia. 

WILLARD J. GRAHAM, Ph.D., Chicago, 1934. Public utility valuation—reproduction cost 
as a basis for depreciation and rate-base determination. Accepted. (Published by the 
University of Chicago Press.) 

GILBERT HAROLD, B.S., Pittsburgh, 1924; M.A, Columbia, 1930. Bond ratings in theory 
and practice. 1935. Columbia, 

WILFRD MERRILL HELMS, A.B., Ohio Wesleyan, 1925; A.M., 1927. Methods of internal 
analysis of financial statements. 1935, Chicago. 

WILLIAM M. Hencu, B.A., Penn State, 1923; M.A., 1926. The significance of the move- 
ment of industrial firms into and out of Philadelphia. 1936. Pennsylvania. i 

CARL HENRIK HENRIKSON, JR, Ph.B., Chicago, 1928. A study of stock swindlers and their 
methods, 1935. Chicago. 

MALCOLM FARNSWORTH Hesiip, B.S., Illinois, 1923; M.S., 1932. The effect on demand 
of utility merchandising activities. 1936. Northwestern. 

McDonaLp KELSO HORNE, JR, A.B., Mississippi, 1931; A.M., North Carolina, 1932, 
Some aspects of the volume of savings in the South. 1936. North Carolina, 

JOHN JAFFE, Ph.D., Columbia, 1934. Labor costs records: their forms and preparation. 
Completed. (Published by Science Press Printing Company.) 

MICHAEL JAMES Jucius, Ph.B., Chicago, 1931; A.M., 1932. An evaluation of the ob- 
jectives of uniform cost accounting practices. 1936. Chicago. 

DELBERT HAarLow KERCHNER, A.B., Illinois, 1923; J. D., Chicago, 1924. A study of 
investment counselor services: their values and limitations from the investors’ point of 
view. 1936. Chicago. 

HARRY DAGDIGIAN KERRIGAN, B.S., California, 1928; M.S., 1929; M.B.A., Stanford, 1931. 
Stock dividends: legal, financial, economic and accounting aspects. 1936. Northwestern. 

Jacos KLEN, A.B., College of the City of New York, 1919; A.M., New York, 1931. 
Economic aspects of commercial arbitration. 1936. New York. 

Max Kossoris, B.A., Wisconsin, 1924; M.A., 1926. Industry problems and the N.R.A. 
codes. 1934. Wisconsin. Completed. 

THEODORE LANG, A.B., Harvard, 1917; M.B.A., Harvard, 1920. Consolidated statements. 
1937. Columbia, 

Marc Carri Lraczr, B.S., Minnesota, 1906; M.S., 1922. Standard costs for highways. 
1935. Columbia, 

WALTHER LEDERER, Ph.D., Heidelberg, 1930, A study of economic planning, with special 
reference to its theoretical aspects. 1936. Iowa. 

CHEUK Lam LEL B.C.S., Fuh Tan, 1929; B.B.A., Washington, 1930; M.B.A., 1931. The 
cost accounting approach to business control. 1936. Washington. 

EpwarpD L. Lioyp, B.S., Pittsburgh, 1927. A critical analysis of modern advertising from 
business and socio-economic points of view. 1935. Iowa. 

ROBERT RENIC LOGAN, B.S. in B.S., Arkansas, 1927; M.B.A., Northwestern, 1929. Stock 
exchange control and security regulation. 1936. Northwestern. 

ARTHUR N. Loric, A.B., Wisconsin, 1922; A.M., Stanford, 1932. Uniform system of 
accounting for municipalities. 1935. Chicago. 

Joun W. Lucas, B.S., Ohio State, 1929. Marketing problems of the bituminous coal in- 
dustry. 1936. Obio State. 

JOHN Berry MCFERRIN, JR, A.B., Southwestern, 1932; A.M., North Carolina, 1933. An 
analysis of the financial, economic and political operations ‘of Caldwell and Company. 
1936. North Carolina, 

CLARENCE H. McGrucor, B.S. in Education, Emporia State Teachers College, 1925; 
M.B.A., Kansas, 1932. The development of codperative marketing in Kansas. 1936. 
Northwestern. 

RutH Prince MACK, A.B., Barnard; A.M., Columbia. A code of fair competition for the 
retail trade. 1935. Colambia. 

MILDRED MARONEY, B.S., Oklahoma Agricultural and Mechanical, 1923; M.P.S., Ameri- 
can, 1928. Depreciation and over-capacity in corporate business. 1936. American. 
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ANDREW HUTTON MELVILLE, Ph.B., Wisconsin, 1912. Federal control of foods and drugs. 
1936. Columbia. 

ALBERT LEONARD Meyers, A.B., Colgate, 1925. Future trading in organized commodity 
exchanges. 1936. Harvard. 

JOHN Lester MILLER, B.A. Penn, 1925; M.A, Wisconsin, 1930. The financial history 
of the Wisconsin Telephone Company. 1936. Wisconsin. 

H. L. NEWCOMER, A.B., Illinois, 1924; B.S., 1925; M.S., 1930. Trading on the equity 
from the point of view of the investor. 1935. Illinois. 

A. L. ODEBRECHT, Ph.B., Denison, 1915; M.A., Ohio State, 1931. Functions of the sales 
manager. 1936. Ohio State. l 

R. C. PARMELER, B.S., Ulinois, 1930; M.S., 1931. The position of the investment trust 
in the exportation of capital. 1934. IHizois. Accepted. 

CHARLES ALBERT PEARCE, B.A. Hiram, 1928; M.A., Kentucky, 1930. Regulation of com- 
petition in Wisconsin. 1936. Wisconsin. 

CHARLES FRANKLIN PHILLIPS, Ph.D., Harvard, 1934. The chain store: a study in retail 
development. Accepted. 

Vercu. DANIEL REED, B.S., Indiana, 1922; M.S., Columbia, 1928. Industrial advertising 
and sales promotion. 1935. Columbia. Accepted. 

Cart ALFRED REHM, Ph.B., Chicago, 1920; A.M., 1925. Price maintenance. 1935. Chicago. 

ALBERT J. ScHwrecer, A.B., Hamline, 1928; A.M., Clark, 1929. Circular consolidation in 
the package food industry, 1936. Harvard. 

E. J. SHEPPARD, A.B., Colorado, 1922; M.A. Illinois, 1927. History of wholesale food 
marketing in central Ohio. 1935. Ohio State. l 

LAWRENCE W. SHERRITT, A.B., William and Mary, 1925; M.S., Columbia, 1929. Ac- 
counting for corpus and income of estates. 1937. Columbia. 

A. M. SKINNER, A.B., Kentucky, 1926. A case study of depreciation policies of several 
prominent concerns. 1935. Chicago. 

FRANK P. SmirH, B.B.A., Washington, 1930. Stock exchange listing requirements. 1935. 
Yale, 

Leo Spurrigr, A.B., Kansas, 1923; A.M. 1924. Common stocks and bonds listed on the 
New York Stock Exchange as long-term investments. 1935. Chicago. 

HENRY WHITCOMB SWEENEY, A.B., Columbia, 1919; B.S., 1920; M.S., 1921; M.A., 1924. 
Stabilized accounting. 1935. Columbia. Accepted. 

WILLIAM H. TAYLOR, B.S., Marshall, 1931; M.S., Hlinois, 1932. Financial readjustment 
of utility corporations since 1929. 1934. Ilinois. Accepted. 

P. M. VAN ARSDELL, B.S., Illinois, 1927; M.S., 1929. Some historical aspects of productive 
borrowing. 1935. Illinois. 

CARL JOSEPH WHELAN, Ph.D., Princeton, 1934. Differential class rates in the electric 
power and light industry. Accepted. 

C. M. Wurto, B.S., North Dakota, 1928; M.S., New York, 1929. The French security 
market, 1919-1927. 1935. Illinots. 

Epwarp FRANCIS. Wittett, A.B., Princeton, 1924. The Federal Securities act of 1933. 
1937. Princeton, 

ARCHIBALD MULFORD WOODRUFF, JR., A.B., Williams, 1933. Farm mortgage loan financing 
under New Deal legislation. 1936. Princeton: 


Capital and Capitalistic Organization 

WALTER H. BematscH, B.A., Wisconsin, 1932; M.A. 1933. The functioning of the 
Massachusetts system of public utility regulation. 1935. Wisconsin. 

ORMOND C. Corry, B.S., North Texas State Teachers College, 1925; M.A., Texas, 1927. 
Public utility holding companies: standard gas and electric system. 1935. Wisconsin. 

L. THOMAS FLATLEY, B.S. in Commerce, Iowa, 1928; M.S., Illinois, 1929. Financial 
analysis of about nineteen public utility holding companies. 1935. Northwestern. 

WILLIAM C. KESSLER, B.S., Pennsylvania, 1930. The German cartel court. 1936. Harvard. 

RUSSELL C. Larcom, A.B., Harvard, 1925; M.B.A., 1928. The Delaware business corpora- 
tion. 1935. Johns Hopkins. 

WALTER SAMUEL LYERLA, B.S., Kansas State Teachers College, 1918; M.A., Chicago, 1928. 
The history of public utility regulation in Kansas. 1935. Iowa. 
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Perry Mason, A.B., ‘Michigan, 1921; A.M., 1924. Depreciation and public utility regula-. 
tion, 1936, Michigan. 

LESTER VIRGIL PLUM, A.B., Washington, 1929; A.M., Princeton, 1933. The Federal Power 
Commission: theory and practice of federal regulation of power, 1935. Princeton. 

Roy LESTER REIERSON, A.B., St. Olaf, 1926; M.B.A., Northwestern, 1929. Rate of return 
in the public utility industry. 1935. Northwestern. 

C. EMERY Troxel, B.S.C., Iowa, 1929; M.A., Northwestern, 1930. Public-utility aspects 
of the natural gas industry. 1935. Iowa. Accepted. 

LOWE WATKINS, B.A., LL.B., Vanderbilt, 1924; M.A. in Econ., Vanderbilt, 1932. Federal 
ownership of corporations. 1935. Vanderbilt, 


Labor and Labor Organizations 


E. B. ALDERFER, B.S. in Econ., Pennsylvania, 1924. Earnings of skilled labor in a manu- 
facturing enterprise from 1878 to 1930. 1935. Pennsylvania. 

Sam BBAL BARTON, B.A. Texas, 1930; M.A., 1932. History of the child labor movement 
in the United States. 1936. Texas. 

JOEL Berra, B.S., Princeton, 1927. The white-collar class joins the labor movement. 
1936. Columbia, 

Jay WILLiAM BLUM, Ph.D., Princeton, 1934, National collective bargaining in the flint 
glass industry. Accepted. 

NELSON M, Bortz, B.S., Ursinus, 1930; A.M., Clark, 1931. Operation of the Railway 
Labor act of 1926. 1936. Clark. 

RALPH R. BOYER, A.M., Columbia, 1931. Public works as a method of rationalizing un- 
employment. 1937. Columbia. 

H. G. BraAtNarD, B.S., North Carolina, 1930; M.S., 1931. The National Labor Board, 
1933-1934, 1935. Ilinois. 

Ropert R. R. Brooxs, Ph.B., Wesleyan, 1926; B.A., Oxford, 1929. Labor organization 
and activities in the cotton textile industry. 1935. Yale. 

Epwarp M, COHN, A.B., College of the City of New York, 1918; A.M., Columbia, 1921. 
The independent labour party. 1936. Columbia, 

RICHARD H. CRAWFORD, B.A., Kansas, 1929. The federal government in major railway 
labor disputes. 1936. Minnesota. 

W. R. Curtis, A.B., North Carolina, 1930; M.A., 1931. Some labor problems in the cotton 
textile industry. 1935. Minois. 

R. M. Doury, A.B., Duke, 1931; A.M., Columbia, 1932. The North Carolina industrial 
worker, 1880-1930. 1936. North Carolina. 

BERTRAND Fox, Ph.D., Harvard, 1934. Railway wage statistics of the Interstate Commerce 
Commission. Accepted. 

W. Scorr HALL, Ph.D., Johns Hopkins, 1934. The Journeymen Barbers’ International 
Union of America. Accepted. 

Luche HARBOLD, A.B., Kentucky, 1920; M.A., Columbia, 1925. American unemployment 
policy since 1929. 1935. Kentucky. 

Everetr Day HAWKINS, Ph.D., Princeton, 1934. Voluntary and compulsory dismissal 
compensation. Accepted. 

T. C. HELMRBICH, B.S., Illinois, 1931; AM., 1932. The program of the German govern- 
ment against unemployment, 1930-34, 1935. Illinois. 

Rosin E. Hoop, Ph.B., Emory, 1927; AM., North Carolina, 1932. Labor standards in the 
South. 1935. North Caroling: 

James W. Hows tt, B.S., Boston, 1926. Labor organizations in Massachusetts to 1860. 
1937. Harvard, 

Mar SotoMon Huertic, A.B., California, 1931. The National Labor Board: a study of 
the limitations of voluntary arbitration. 1936. Pennsylvania, 

JAMES MAYNARD Keecu, A.B., Duke, 1924; A.M., 1928. The attitude of organized labor 
toward scientific management. 1936. Duke. 

CHARLES E. KILLEEN, B.A, St. Norbert’s, 1928; M.A., Wisconsin, 1933. Catholic in- 
fluences upon the American labor movement. 1936. Wisconsin. 

HARRY JOHN McINtTyrg, B.S. in M.E., Washington, 1915; M.B.A., 1923. The operation 
of the N.R.A. as applied to Jabor in Seattle's basic industries. 1936. Vashisgton. 
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ALPHEUS ROYALL MARSHALL, Ph.D., Virginia, 1934. Federal labor legislation. Accepted. 

Apa BENEY Mmum, A.B., Barnard, 1921; A.M., Columbia, 1933. Extent of and justifica- 
tion for wage differentials. 1937. Columbia. 

Otis E. MULLIKEN, A.B., Harvard, 1928. State conciliation and arbitration in Massachu- 
setts. 1937. Harvard. 

Mary A. Prentiss, AB., Radcliffe; AM. Columbia, 1924. The problem of geographic 
wage differentials, with special reference to the Southern differential. 1936. Columbia. 

JOHN REESE RICHARDS, B.A., Pennsylvania State, 1929; M.S., 1931. Industrial unemploy- 
ment and wage loss in decentralized regions and industries of Pennsylvania, 1929-34. 
1936. Chicago. 

Donar C. Rey, B.S., Wooster, 1927; A.M., Princeton, 1928. The lump of labor doctrine. 
1936. Princeton. 

THOMAS H. ROBINSON, A.B., Acadia, 1924; A.M., Chicago, 1925; B.Litt., Oxford, 1928. 
The Amalgamated Society of Engineers, 1936. Chicago. 

THOMAS WESLEY ROGERS, A.B., Birmingham-Southern, 1927. Factors affecting the dis- 
tribution of unemployment. 1935. Chicago. 

JAMES P. ROWLAND, A.B., Pennsylvania State, 1927; A.M., 1931. The protection of the 
worker in his job. 1936. Pennsylvania. 

S. FANNY SIMON, A.B., Cornell, 1923; AM. Columbia, 1928. The history of Mexican 
labor. 1936. Columbia. 

CRAIG THOMPSON STOCKDALE, A.B, Wooster, 1931; A.B., Princeton, 1934. Collective 
bargaining in the anthracite coal industry since 1930. 1936. Princeton, 

CLEON OLIPHANT SWAYZBE, A.B., Wabash, 1925; A.M., Columbia, 1929. Contempt of 
court in labor injunction cases. 1935. Columbia. Completed. (Published in Columbia 
Studies in History, Economics and Public Law.) 

Puiu Tarr, B.A., Wisconsin, 1932. A history of the labor movement in the western 
states, 1936. Wisconsin. 

WILLIAM LONSDALE TAYLER, A.B., Texas, 1927; A.M., American, 1928. Federal states 
in relation to international labor conventions. 1936. Columbia. 

Jack Epwarp WALTERS, Ph.D., Cornell, 1934. An investigation of personnel administra- 
tion in industry under the National Recovery act. (Published in part as bulletin of Na- 
tional Industrial Conference Board, 1935, entitled Effect of Depression on Industrial 
Relations Programs.) 

FRANK TRAVER DE Vyver, Ph.D., Princeton, 1935. A history of labor in New Jersey to 
1860. Accepted. 

E. H. Werc, B.S.C, Denver, 1928; A.M, Pittsburgh, 1929. The problem of measuring 
unemployment in a community: a study in methods and findings. 1936. Pennsylvania. 

THEODORE E. Wurrinc, A.M., Wisconsin, 1931. An appraisal of American employment 
series. 1935. Columbia, 

RupoLPH W. WissMAN, M.B.A., New York, 1928; D.C.S., A.M., Columbia, 1932. Federal 
regulation of working conditions in American industry. 1936. Columbia. 
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JOHN STUART MILL ALLEL, A.B., Queens, 1929. International monetary factors in the 
depression of 1929. 1936. Harvard. 

Giapys MerIsgL Baron, B.S., New York, 1931. Jewish contributions to the American 
banking system. 1936. Columbia. 

RoBeERT J. Barr, B.S., Chattanooga, 1924; M.S., Wisconsin, 1925. Political factors accom- 
panying inflation. 1935. Wisconsin, 

Vicror W. BENNETT, B.A., Pennsylvania College, 1917; M.A., Pittsburgh, 1924. An 
economic historical anlysis of the federal land bank system. 1935. Washington. 

MANOAH LEVANON BaL, B.S., Columbia, 1933; M.S., 1934. The codperative credit 
movement in Palestine. 1935. Columbia. 

RICHARD J. Bostrom, A.B., Gooding, 1922; B.S., Northwestern, 1925; M.B.A., 1927. 
The problem of government deposits in banks: the trends and their implications. 1936. 
Chicago. 

Howard Bowen, BA., State College of Washington, 1929; M.A., 1933. The theory of 
gold movements in light of post-war events. 1935. Iowa. 
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Rospert W. BRADBURY, A.B., Albion, 1926; AM., Michigan, 1927. Money and banking 
in Mexico. 1936. Michigan. 

BRAILSFORD REESE BRAZEAL, A.B., Morehouse, 1927; A.M., Columbia, 1928. Policies of 
federal reserve banks in regard to their reserves. 1936. Columbia. 

C. D. Bremer, final certificate of Hoogere Handelschool, Haarlem, Holland. American bank 
failures. 1935. Columbia, Completed. (Published in Columbia Studies in History, Eco- 
nomics and Public Law.) 

BENJAMIN FRANKLIN Brooks, A.B., Puget Sound, 1923; A.M., Washington, 1931. Mone- 
tary theories in the United States before 1860. 1935. Chicago. 

JAMES LEININGER BROWNING, Ph.B., Chicago, 1923. State regulation and financial super- 
vision of building and loan associations. 1935. Chicago. 

STEPHEN ADOLPHUS CALDWELL, Ph.D., Texas, 1934. A history of banking in Louisiana. 
Accepted. 

EDWARD GRAHAM CALE, A.B., Richmond, 1928; A.M., Virginia, 1932, British monetary 
policy since 1914. 1935. Virginia. 

D. R. CAWTHORNE, A.B., Georgetown, 1929; M.A., Ohio State, 1931. Bank credit and 
capital accumulation. 1936. Obio State. 

LESTER V. CHANDLER, B.A., Missouri, 1930; M.A., 1931. Quantitative analysis of federal 
reserve policy, 1926-1934. 1934. Yale. 

MENG LING CHANG, Ph.D., Harvard, 1934. A theory of international price ‘adjustments 
uoder gold and silver. Accepted. 

CLARA HOWARD CLEVENGER, Ph.D., Cornell, 1934. Legislative control of banking in Mis 
souri since 1889. 

JAMES ARTHUR COBLE, A.B., Illinois, 1930; A.M., 1931. Demand for gold. 1936. Chicago. 

ANNABELLE GERTRUDE CORRIGAN, Sc.B., New York, 1932; A.M. Columbia, 1933. Col- 
lapse of gold exchange standards. 1936. Columbia. 

Jonn T. CroTeau, A.B., Holy Cross, 1931; A.M., Clark, 1932. A study of savings 
banking in Massachusetts. 1935. Clark. Accepted, 

LAWRENCE A. Cusack, B.S., Iowa, 1922; M.A., 1930. The operation of the federal farm 
loan system with particular reference to the federal land banks. 1935. Iowa. 

JAMES Francis Cusick, Ph.D., Harvard, 1934. Some aspects of branch and group banking. 
Accepted, 

Don M. Daney, Ph.D., Northwestern, 1934. The development of banking in Chicago 
before 1890. Accepted. 

Ernst AUGUST DAUER, B.S., Northwestern, 1929; M.B.A., 1930. The banking activities 
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land banks. 1936. Columbia, 
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EItzZABETH WEBB WILSON, Ph.D., Radcliffe, 1934. The distribution of disability costs. 
Accepted. 


The 


American Economic Review 
Vol. XXV DECEMBER, 1935 No. 4 


COMMONS ON INSTITUTIONAL ECONOMICS 


Institutional Economics is a militant sage’s summing up of his lifetime's 
thinking. Despite the author’s disavowal of discoveries, it is a highly orig- 
inal book—the product of a stubbornly independent mind, developed by 
intense strivings with problems of social behavior. Happily that mind has 
given an account of itself: Myself, by John R. Commons, reveals the au- 
thor’s personality and sketches his rich experience. Readers will get more 
profit and more pleasure from the nine-hundred page treatise if they start 
with the two-hundred page autobiography.* 


I 


As a boy John Commons found diffculty in acquiring knowledge at 
second hand from school books. His was not a docile mind; he could not 
cram for examinations. Always he had to find out facts for himself and to 
think out the relations among his findings. As a college instructor he failed 
when he tried to give systematic courses. He was essentially an investigator; 
an investigator who observed man’s theories as carefully as he observed their 
actions. He talked with people of all sorts and he ransacked libraries. The 
theories collected from books required as much working over as the theories 
collected from conversations; both sets had to be thought out afresh to find 
what they really meant. All the materials and products of this smelting 
process—the formulation of his problems, the facts and theories that he 
observed, the interpretations that he offered, the solutions that he found— 
came to bear the imprint of John R. Commons. 

That compound of scepticism and curiosity was the son of a Quaker 
father whose family had left North Carolina because they hated slavery and 
of a Presbyterian mother whose family came from Vermont. ‘she two met 
on the Ohio-Indiana line where John Rogers was born in 1862 and named 
after the martyr burned in “Bloody Mary's” reign. The elder John Com- 
mons developed a discursive interest in the world at large. He read Shakes- 
peare, Darwin and Herbert Spencer; he drifted away from the Quaker 
assembly, talked politics endlessly and acquired by swapping a country 
newspaper which he could not make pay. The family responsibilities fell 

* Institutional Economics, Its Place in Political Economy, John R. Commons, New York, 


Macmillan, 1934, pp. xiv, 921. Myself, John R. Commons, New York, Macmillan, 1934, 
pp. x, 201. 
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to the strict Puritan mother, who had graduated from Oberlin College and 
who wished to make her eldest son a minister. With that ambition she sent 
John to Oberlin when he was twenty, following the next year with her 
two younger children and taking boarders to pay for their education. The 
boys had picked up printing in their father's shop and supplemented the 
family income by setting type both in term tumes and during vacations. The 
double burden of study and earning overtaxed John’s strength. He suffered 
nervous breakdowns, took six years to graduate and had a poor record at 
that. But he won the confidence of his teachers. 

A thousand-dollar loan from two Oberlin trustees made possible graduate 
work at Johns Hopkins. There the youth met Richard T. Ely and learned 
that economics might include much more than the deductive analysis he 
had been taught in Oberlin. But his academic work did not prosper. Failure 
in a history examination spoiled his chances of a fellowship, a third year of 
study and a doctor’s degree. Yet his teachers again showed faith in the 
ultimate success of this unconventional student, and got him an instructor- 
ship at Wesleyan. Another failure resulted. His effort to teach in the stand- 
ard fashion satisfied no one, and Commons was dropped at the end of the 
year. That did not dismay him, for he had learned to teach in his own way; 
thereafter he used whatever he happened to be investigating as material for 
his classes, “regardless of logical sequence in a course of lectures.” 

Oberlin took him back for a year; he passed on to Indiana for three and 
then to Syracuse for four years. At Syracuse he taught anthropology, crim- 
inology, charity: organization, taxation, political economy and municipal 
government. He took his students into the field and learned with them a 
surprising variety of things about contemporary life. But he also acquired 
the reputation of being a “radical,” Chancellor Day told him that expected 
contributors refused gifts to Syracuse because he taught there. The trustees 
did not discharge him; they quietly abolished his chair. In public the Chan- 
cellor ‘‘bewailed the loss of one of their ablest and most popular professors.” 
Commons drew two inferences: “It was not religion, it was capitalism, that 
governed Christian colleges.” Wealth had a double meaning, “holding 
something useful for one’s own use and exchange,” and “withholding 
from others what they need but do not own.” 

Never again did he.seek an academic position. To meet his craving for 
first-hand investigation and to give his family a meager support, research 
jobs turned up one after another. George H. Shibley, a bimetallist with 
money, financed Commons and N. I. Stone while they compiled a weekly 
index number of prices at wholesale covering a long stretch of years. The 
first figures were published in July, 1900. Prices were falling and-the index 
made good campaign material for Bryan. But the decline stopped in Au- 
gust. Shibley telegraphed that the figures must be wrong. Commons and 
Stone could find no error. In the first week of September the index rose and 
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Shibley cancelled the contract within twenty-four hours. That mattered little; 
for E. Dana Durand asked Commons to finish a report on immigration for 
the United States Industrial Commission, and later to help in preparing the 
Final Report. This job brought close associations with Marxtan socialists, 
with a flamboyant capitalist who hated the Standard Oil Company, and 
with an able staff of investigators, whom Commons calls the first “brain 
trust.” Next, Ralph M. Easley took him into the National Civic Federation 
——that well-meant attempt to solve social problems by getting the leaders 
of capital and labor to sit down together. Easley dealt with capital through 
Marcus A, Hanna; Commons dealt with labor through the chiefs of great 
unions. In 1903 the Department of Labor gave him four helpers to investi- 
gate the restrictions and regulations of output by capital and labor. This 
was the last of his casual jobs; for Professor Ely had been “working up” a 
position for him at the University of Wisconsin, and in the summer of 1904 
Commons came into his own. 

Seldom have a man and an opportunity been better mated. Under the 
leadership of Governor LaFollette, Wisconsin was ready to experiment with 
social legislation. The state expected the university to serve the people in 
more ways than by giving college educations to a limited number of its 
sons and daughters. Commons had learned much about the cantankerous 
nature of man, the frictions and the wastes of modern life. He thought that 
the pursuit of self-interest produced efficient coöperation only when some 
social authority existed to judge and to enforce proper practices. What prac- 
tices are proper in different types of transactions must be found out by 
studying practical experience. What forms and powers the judging and 
enforcing authority should have also depend upon the type of transaction. 
To produce satisfactory coöperation, both the practices and the social au- 
thorities should develop with changes in economic conditions. Like the Wis- 
consin “progressives,” Commons wanted “to save capitalism by making it 
good” (Myself, p. 143). He was tireless in finding facts, he was ingenious 
in inventing devices, he knew how to deal with men of different occupations 
and prejudices. In short, he was admirably fitted to become a designer of 
social legislation for a “progressive” party. 

The story of Professor Commons’s contribution to the social legislation 
of his state is too long to tell. He drafted the civil service law in 1904-5; 
helped to shape the extension of public-utility regulation into the municipal 
and inter-urban field; got himself investigated by the Progressives for pro- 
moting a small-loan law that authorized interest at 314 per cent a month; 
suggested the Wisconsin Industrial Commission, served two years as one 
of the commissioners, and capped his service with the Wisconsin Unem- 
ployment Reserves law of 1932. Meanwhile he had shared in the National 
Civic Federation’s study of municipal ownership in Great Britain and 
America, in the Pittsburgh Survey of 1906, in the United States Industrial 
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` Relations Commission of 1913-15, and in the Pittsburgh-plus case of 
1923. He had taken up monetary problems after the war and collaborated 
with Congressman Strong in preparing a banking bill that aimed at stabiliz- 
ing prices. Also he had trained graduate students year after year by making 
them participate in his successive investigations. With the help of several 
co-workers he had compiled £ Documentary History of American Indus- 
trial Society in ten volumes and written a History of Labour in the United 
States in two volumes to which a third will be added this year. Besides his 
books published before going to Wisconsin, The Distribution of Wealth, 
Social Reform and the Church, and Proportional Representation, he had 
written six volumes dealing with various aspects of industrial problems, a 
learned treatise upon the Legal Foundations of Capitalism, and two dozen 
papers in technical journals. 

Such in brief was Professor Commons’s preparation for writing Institu- 
tional Economics. Few indeed are the men who combine intimate and 
varied experiences in practical affairs with so much experience in using 
ideas. 

I 


The fundamental convictions which Commons drew from experience 
were that men are mutually dependent creatures who must codperate with 
one another; that the scarcity of goods gives rise to private property and to 
conflicts of individual interests; that collective action is necessary to de- 
cide these conflicts and to create a new harmony of interests, or to establish 
at least the modicum of order required for codperation. 

Collective control, then, is essential to economic life. It is exercised by 
the sovereign, primarily through the courts. Such control is found in all 
societies, though in a well-ordered state it works so unobtrusively most of 
the time that economic theorists have given it scant attention. 

It follows that the unit of economic investigation must be a unit that 
combines the three constituents of dependence, conflict and order estab- 
lished by social control. This unit is a transaction. 


Transactions .. . are not the “exchange of commodities,” in the physical sense 
of ee they are the alienation and acquisition, between individuals, of the 
rights of re ownership of physical things, as determined by the collective 
working rules of society (Institutional Economics, p. 58). 


There are three types of transactions. Economists have concentrated their 
attention upon one type only, bargaining transactions, and have simplified 
unduly their presentation even of that type. In a bargain there are never 
just two parties exchanging goods; always in the background influencing 
the bargain and sometimes coming into the foreground, are a second po- 
tential buyer, a second potential seller, and a ruling authority ready to de- 
cide disputes. In the second type, managerial transactions, there are three 
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parties: a legal superior giving orders to a legal inferior—for example, a 
factory superintendent and a foreman, or a foreman and a laborer, or a 
sheriff and a citizen—plus the controlling authority in the background. Also 
in the third type, rationing transactions, there are three parties—a superior, 
an inferior and a court—but here the superior is a collective body or its ofh- 
cial spokesman prorating burdens or benefits among inferiors. Examples 
are a government apportioning taxes, a trade union collecting dues from 
and making disbursements to its members, the directors of a corporation 
levying assessments upon the stockholders or declaring dividends. 


These three units of activity exhaust all the activities of the science of eco- 
nomics. Bargaining transactions transfer ownership of wealth by voluntary agree- 
ment between legal equals. Managerial transactions create wealth by commands of 
legal superiors. Rationing transactions apportion the burdens and benefits of 
wealth creation by the dictation of legal superiors (p. 68). 


The three types of transactions are brought together in a larger unit of 
economic investigation which is called a going concern. 


A going concern is a joint expectation of beneficial bargaining, managerial 
and rationing transactions, kept together by ‘working rules” and by control of the 
changeable strategic or “limiting” factors which are expected to control the others 
(p. 58). 

"k is these going concerns, with the working rules that keep them agoing, all 
the way from the family, the corporation, the trade union, the trade association, 
up to the state itself, that we name Institutions... . we may define an institution 
as Collective Action in Control of Individual Action (p. 69). 


All the activities of going concerns look to the future. 


... the persuasions or coercions of bargaining transactions, the commands and 
obedience of managerial transactions, at the arguments and pleadings of ration- 
ing transactions .. . will ultimately determine production and consumption. In 
these negotiations and decisions, which are of the essence of institutional eco- 
nomics, it is always future production and future consumption that are at stake, 


because the negotiations determine the legal control which must precede physical 
control (p. 7). 


This conception of economic activities carries with it psychological con- 
ceptions diffefent from those with which most economists have worked. 
Man is an active creature who forms plans and strives to carry them out. 
His mind-body is 
a creative agency looking towards the future and manipulating the external world 
and other people in view of expected consequences (p. 17). 


The mind is an “organizer of impressions.” It 


does not wait for impressions, it is continually looking for them, breaking them 
up into parts, and reconstructing them into new feelings. Those new feelings 
are... active beliefs reaching forward for future action. It is this relation of the 
part to the whole and of the past experience to future expectations that becomes 
the psychology of our transactions and going concerns (p. 153). 
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Repetition of similar experiences makes it possible to test different modes 
of action by trial and error, to select those modes that seem most satisfactory, 
and to test ideas about physical phenomena or human behavior. From 
repetition arise habits and customs which conserve the lessons of past ex- 
perience and provide a basis for future expectations. 

Habit is repetition by one person. Custom is repetition by the continuing group 
of changing persons. It has a coercive effect on individuals... (p. 155). 
Among the most significant of customs are those investigated by economics, 
the working rules laid down by collective action for the conduct of the 
transactions among individuals belonging to going concerns. 

These I take to be the basic ideas of institutional economics according 
to Professor Commons. 


II] 


Had some other man grasped these ideas vividly he might have con- 
tented himself with working out a logical treatise having little reference 
to the history of institutions or the evolution of economic doctrines. Not so 
our indefatigable investigator. To him institutional economics is an evolu- 
tionary science. It 


consists partly in going back through the court decisions of several hundred 
years, wherein collective action, not only by legislation but also by common-law 
decisions interpreting the legislation (culminating in the common-law method of 
the Supreme Court of the United States), takes over, by means of these decisions, 
the customs of business or labor, and enforces or restrains individual action, 
wherever it seems to the Court favorable or unfavorable to the public interest and 
danas rights . . . [It] consists in going back through the writings of economists 

rom John Locke to the Twentieth Century, to discover wherein they have or 
have not introduced collective action (p. 5). 


The first of these laborious tasks was performed in Legal Foundations 
of Capitalism, published in 1924; the second is performed in Institutional 
Economics published a decade later. Since the two books should be read 
together, I must recall the content of the first before dealing more fully with 
the second.,? 


IV 


Capitalism evolved slowly out of feudalism by the rise of novel practices, 
the exfoliation of concepts, and the formulation of new working rules by 
the courts, which judged what practices were beneficial under changing 
conditions and devised ways of legalizing them. 

Under William the Conqueror, the king’s property was not distinguished 
from his sovereignty; there were local customs on every manor, but there 
was no common law of the realm; the tenants of the king and the villeins 


* For a less condensed statement, see “Commons on the Legal Foundations of Capitalism” 
by the present writer, American Economic Review, June, 1924, vol. xiv, pp. 240-253. 
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on a manor owed personal services to their lords; use values dominated 
economic life; there was little exchanging and that little was mainly by 
barter. All these conditions had to undergo fundamental changes before 
there could come into being a system of “production for the use of others 
and acquisition for the use of self.” 

The idea of property in land was gradually separated from the idea of 
sovereignty by commuting the obligation of rendering military service to 
the king into the obligation of making money payments to him. The king 
substituted his own army for the retainers of his tenants and made his 
sovereign power indisputable; but the tenant got a clear title to his land 
and could buy or sell as he saw fit. By sending his circuit judges to hold 
court in the counties, Henry II laid the basis for the common law; for the 
king’s court could take cases out of the manorial courts and refuse to recog- 
nize local customs of which they disapproved. Commutation of labor dues 
into money payments helped to clarify and standardize the rights of the 
small man; it gave him control over his own time and a wider range of 
choice. When prices rose in the sixteenth century, new courts were created 
to which even villeins had access; and these courts adopted the rule that 
the landlord could not alter at will the customs by which lands were held. 
Money proved a solvent of ideas and an instrument of economic liberty in 
these humbler dealings as well as in the dealings of the king with his 
magnates. 

Meanwhile capitalism was getting its start among the traders and later 
among the artisans of the towns which were for a time “islands of money 
economy in a sea of barter.” The gilds secured charters from feudal su- 
periors, largely by purchase, and were empowered to make and enforce 
their own working rules. But their increasing power brought the gilds into 
conflict with the common law. Late in the sixteenth century the king’s courts 
ventured to condemn by-laws that established monopolies, even though the 
by-laws rested upon charters granted by the crown. Later the courts took 
over the constructive task of working out common rules of fair competi- 
tion and enforcement of contracts. The promissory note was legalized; the 
law of copyright and of patents recognized that property rights covered 
not only physical things but also expected profits from business dealings. 
Common law that deals with physical things and punishes after the event 
was supplemented by equity that deals with intangible values and com- 
mands, before the event, the actions on which values depend. 

These gradual achievements of English law were taken over by the 
American courts, though Professor Commons thinks that the lag between 
changes in business practice and changes in legal theory has been longer 
in the younger country. Not until about 1900 did our Supreme Court defi- 
nitely recognize intangible property. And one important type of bargain 
still lacks a satisfactory set of working rules. Labor is not a commodity or a 
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promise; the laborer is free to quit at will and the employer to lay him off 
at any time. The courts could not maintain the personal liberty of the worker 
if they assimilated the wage contract with other contracts. The legally 
anomalous position in which that contract stands has been made more 
anomalous still by the intervention of trade unions, which have thrust them- 
selves as third parties between employer and employee. 


Apparently a “new equity” is needed—-an equity that will protect the job as 
the older equity protected the business (Legal Foundations of Capitalism, p. 307). 
Of this development Professor Commons could descry merely the begin- 
nings in 1924 as the courts in their deliberate fashion were taking cogni- 
zance of the practices that were developing in dealings between employers 
and organized labor. 


y 


What Legal Foundations of Capitalism essays to do for court decisions, 
Institutional Economics essays to do for economic concepts. Professor Com- 
mons can see nothing new in his analysis. 


Everything herein can be found in the work of outstanding economists for 
two hundred years. It is only a somewhat different point of view (Institutional 
Economics, p. 8). The problem now is not to create a different kind of economics 
—"“‘institutional’’ economics—divorced from preceding schools, but how to give 
to collective action, in all its varieties, its due place throughout economic theory 


(p. 5). 

Pach idea here incorporated is traced back to its originator, and then the 
successive modifications of that idea are developed and the earlier double or 
treble meanings of the idea are separated, until each, as a single meaning, is com- 
bined with the others in what I conceive to be the Science of Political Economy 
as it is developing since the last Great War (preface). 


_ It is this attempt to make institutional economics a history of the ex- 

foliation of theoretical concepts that makes the book so long, so formidable 
to the layman, and so difficult to summarize. The advantage of this mode 
of treatment is that 


every student of political economy repeats in his own mind the historical evolution 
of the schools, and a study of the history of economic theory is not an academic 
curiosity-—it is a recapitulation of the evolution of our own thinking (p. 260). 


Doubtless the candid reader will agree that he began “his working life 
as a Mercantilist’’ and arrived at more penetrating insights by degrees. 
But he may not now attach much importance to his early errors, and a book 
that recapitulates the tortuous process of his own thinking may tax his pa- 
tience. He may feel that the ripe scholar who writes this book has much in 
common with the young instructor who failed when he tried to give a 
systematic course of lectures at Wesleyan in 1890. But the discursive writer 

of today is also the teacher who became keenly stimulating when he began 
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to make his students participate in his own investigations. That is the op- 
portunity which Professor Commons offers in Institutional Economics. The 
reader must do his own systematizing of the rich materials put before him; 
but the result will amply reward the effort. 


VI 


Starting with Locke’s Essay concerning Human Understanding, Com- 
mons traces the conception of the mind as a recipient of sensations and an 
organizer of ideas, through Hume’s distintegrating scepticism, to the “scien- 
tific” pragmatism of Charles S. Pierce and the pragmatic ethics of John 
Dewey. On parallel lines, he traces the concepts of the interdependence 
of men, the conflict of individual interests, and the basis of social order from 
Locke's Two Treatises on Civil Government, through the writings of Hume, 
Quesnay, Adam Smith, Blackstone and Bentham, to the idea of “reasonable 
value” worked out by the Supreme Court of the United States. He sets forth 
the “intellectualist fallacy” committed by the “Eighteenth Century Age of 
Reason,” which he contrasts with the “Age of Passion and Stupidity” pro- 
claimed by Malthus. For his own part, Commons follows Malthus rather 
than the ruling dynasts from Smith and Bentham to Herbert Spencer. But 
he prefers to speak of 
Custom . . . instead of passion and stupidity, in order to avoid invidious reflec- 
tions and to allow for a slow infiltration of reason provoked by uncomfortable 
experiences (p. 846). 

Efficiency and Scarcity have a chapter to themselves as well as many casual 
passages before and after. 

Scarcity is primarily distinguishable as power over others, and efficiency as power 

over nature (p. 387). 
The conflict between engineering and business centers in the difference 
between these inseparables. Efficiency is the theme of engineering economics, 
which deals with the relations of man to nature, with the physical input and 
output of industrial processes, with use values. Scarcity is the theme of in- 
stitutional economics, which deals with the relations of man to man, with 
pecuniary outgo and income, with scarcity values. Smith and Ricardo 
took wants for granted and explained values by scarcity; but the former 
traced scarcity to man’s reluctance to undergo labor-pain, while the latter 
traced scarcity to the limitations of labor-power. The Austrians eliminated 
both labor-pain and labor-power as causes of scarcity by assuming that 
man has attained a “pleasure economy”; they made the diminishing inten- 
sity of consumer wants the decisive variable. 

Marshall codrdinated the two schools by introducing the relativistic concept of 
changing ratios between . . . the quantities wanted by consumers (buyers) and 


the quantities supplied by producers (sellers)——both of which were variable in- 
dependently on their own account (p. 386). 
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This familiar interpretation of the evolution of value theory is inter- 
twined with an analysis of the concept of wealth. From Joba Locke to Al- 
fred Marshall that term carried a double meaning: physical objects and 
their ownership. It was tacitly assumed that everything valuable is owned, 
that ownership varies exactly with the quantities of materials owned, that 
production can be identified with selling and consumption with buying, 
that exchange is both a transfer of physical objects and a transfer of legal 
control. Observation of actual processes shows the inaccuracy of these as- 
sumptions. Ownership, in the economically important sense of value owned, 
varies with prices as well as with quantities of materials; producers do not 
always succeed in selling; there are transfers of legal control without transfer 
of physical objects. Hence institutional economics must improve upon the 
organization of orthodox economics. It must incorporate the theory of 
money and credit in its discussion of value. It must make the theory of 
business cycles an integral part of its account of modern processes, trying 
to show how difhculties in selling at remunerative prices prevent men from 
producing as large a national dividend as technology and natural resources 
make possible. So also, institutional economics must supplement the con- 
cept of corporeal property by the concepts of incorporeal property or nego- 
tiable debts, and intangible property or “the right to fix prices by with- 
holding from others what they need but do not own” (p. 3). 


Still another variable that institutional economics must recognize is the 
principle of futurity, separable in thought, but inseparable in fact, from 
the principles of scarcity and efficiency. 


The concept of Time, in economic science distinguished from physical science, 
has shifted from the past time of classical and communistic theory, into the present 
time of hedonistic theory, until it is becoming the future time of waiting, risk- 
ing, purpose, and planning. These are the problems of Futurity, another economic 
“force,” not found in the physical sciences, but nevertheless approximately 
measurable in all the diversities of reasonable value (p. 389). 


The long chapter on futurity starts with debts. The large significance 
of that theme Professor Commons sets forth in a characteristic passage: 


When the science of Political Economy began to emerge in the Eighteenth 
Century, it fell in line with the theory, then dominant, of an original state of 
liberty and rationality of human beings. .. . These theories of liberty and ration- - 
ality accomplished extraordinary results in overthrowing absolute monarchies, 
abolishing slavery, and establishing universal education. But it was not because 
they were historically true—it was because they set up ideals for the future. His- 
torically it ts more accurate to say that the bulk of mankind lived in a state of 
unreleasable debts, and that liberty came by gradually substituting releasable 
debts. And historically it is more accurate to say, as Malthus said, that man is 
originally a being of passion and rey for whom liberty and reason are a 
matter of the slow evolution of moral character and the discipline enforced by 
government (p. 390). 
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Prior to the sixteenth century, only landlords and wealthy people could 
make contracts that the common-law courts would enforce. Merchants based 
their deals with one another on “parol” contracts. As trade expanded in 
volume and grew impersonal, it became necessary to give these contracts 
legal standing. The lawyers accomplished that desideratum very simply: 
they assumed that the person who received goods did so with intent to pay, 
and so virtually accepted a debt which he must discharge—a rule that still 
suffices to establish obligations between brokers on stock exchanges. The 
next step was to make merchants’ debts, now legally enforceable, also 
negotiable. The foundation of the law of negotiable instruments was laid 
in the seventeenth century. Thus “incorporeal” property in the form of 
debts had become a factor of considerable consequence in economic life 
before Adam Smith was born. But the classical economists were so much 
concerned with material goods, so intent upon showing that money and all 
that sprang from it was a mere instrument of convenience, that they paid 
little attention to these legal claims of one set of people upon property in 
the hands of a second set. It remained for the lawyer-economist H. D. 
MacLeod in 1856 to recognize that “a debt is a saleable commodity” and to 
analyze the relationship of the debt market to commodity markets. 

This insight into a neglected problem proved extraordinarily stimulat- 
ing, and gave rise to much of the acutest analysis of later decades. 

Sidgwick’s distinction of the money market and capital market (1883) ; Wick- 
sell’s world oe community (1898) ; Cassel’s scarcity of waiting (1903) ; 
Knapp’s release of debt (1905); Hawtrey’s creation of debt (1919); and 
Fisher's over-indebtedness and depressions (1932) .. . were all developed out 
of MacLeod’s writings (p. 396). 

Commons'’s critical exposition of these ideas leads to a discussion of how 
“banker capitalism” can be made to function steadily. Left to itself, this 
form of economic organization tends to run now faster, now slower, in a 
rough rhythm. Business activity depends upon the prospects of profits as 
seen by business men and gathers speed when these prospects are deemed 
bright. If the profits anticipated are to be realized, consumers must be able 
to buy the goods produced for them and to pay prices that include a margin 
above cost. But consumers’ demands are limited by the money incomes they 
have already received, mainly from business enterprises, as wages, rent, in- 
terest or profits. Business demands, on the other hand, are limited by the 
indefinite quantity of purchasing power that may be created for them out- 
right, or transferred from savings, by the banks. And the banks, like the 
borrowing business men, keep their eyes fixed upon future profits. Thus, 
The institution of credit is the biggest factor which enables the business man 
to buy more when prices are rising, whereas the consumer buys Jess when prices 
are rising; and the institution of credit is the biggest factor which compels the 


business man to buy /ess when prices are falling, whereas the consumer, since he 
does not do business on future sales, buys more when prices have fallen (p. 560). 
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I think that these statements concerning the cyclical behavior of con- 
sumers’ purchases are inaccurate; but let that pass. Professor Commons is 
certainly right in bringing all the factors mentioned into the business-cycle 
problem. He goes on to demonstrate admirably that the profit margins, on 
which so much depends, are very narrow. 


If any one of the cost prices rises one or two per cent, the margin for profit 
may be reduced 10 to 30 times as much (p. 587). 


It seems, then, that the working of the whole system can be altered by mak- 
ing minor changes in any of the many costs of doing business. This fact 
points the way toward a possible social control over business cycles. 

Wicksell taught that central-bank discount rates are the most promising 
instrument to use for this purpose. To make that instrument effective, he 
proposed “world-wide monopolistic concerted action of central banks.” 
Experience has shown that this mode of control, while effective in checking 
booms, is not effective in relieving severe depressions. 

With the modern very narrow margins for profit, very few industries could 
continue on a world-wide bank rate of 10 per cent, whereas it is obvious that a 
bank rate as low as one per cent could not, of itself, stimulate an inflation of prices, 
if risk is unfavorable (p. 610). 


The risk-discount, to which Irving Fisher has called attention, “is the most 
important factor in present valuation” (p. 609). It declines in the expan- 
sion phase of business cycles and rises in the contraction phase. Bank rates 
can be put high enough to offset the fall of risk-discounts during booms, 
but not low enough to offset the rise of risk-discounts during depressions. 

Hence, a more direct method of control must be resorted to, if we are 
to have managed revivals. 

In order to create the consumer demand, on which business depends for sales, 
the ee itself must create the new money and go sss ool over the 
head of the entire banking system by paying it out directly to the unemployed, 
either as relief or for construction of public works, as it does in times of war. 
Besides, this new money must also go to the farmers, the business establishments, 
and practically all enterprises, as well as to wage-earners, for it is all of them 
together that make up the total of consumer demand (pp. 589, 590). 


“Reasonable value,” like scarcity, efficiency and futurity, crops up for dis- 
cussion in many earlier passages and then has a chapter all its own. To 
Commons, reasonable value is a theory of intangible property developed by 
the Supreme Court of the United States since 1890. Its characteristic fea- 
tures are made clear by contrasts with the rival theory of intangible property 
developed about the same time by Thorstein Veblen. 

Veblen took as the source of his materials the testimony of industrial and 
aa magnates before the United States Industrial Commission of 1901 (p. 
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He found that these men were using a concept of property unrecognized by 
economists, namely, the present value of their future bargaining power. 
Through their legal control over the means of production, the captains of 
industry were able to prevent the community from producing goods except 
on terms profitable to themselves, and through the financial markets they 
could capitalize their prospects of profits, thus exploiting the community in 
years to come. 

But during the years when Veblen was developing his scientific analysis 
of what the greater business men were doing, the Supreme Court was at- 
tacking the problem in a purposive fashion. The Court recognized property 
rights in prospective profits, but gradually developed criteria for judging 
what profits a corporation might be allowed to expect—criteria that are 
summed up in its doctrine of reasonable value. 

The court was beginning to distinguish, as Veblen did not, 


between good-will and ee -will being the reasonable exercise of 
the power to withhold, and privilege being the unreasonable exercise of that power 
(p. 673). 

j . . the administrative machinery for research in ascertaining reasonable value 
... did not begin until the powers of the Interstate Commerce Commission were 
extended in 1908, followed F hundreds of state commissions on fair competition, 
reasonable discriminations, and reasonable values, as well as by industrial com- 
missions after 1911, the latter to ascertain reasonable relations in the conflicts 
of capital and labor. 

Also, the movement towards scientific management had only just begun [when 
Veblen was doing his pioneer work], and a professional class devoted to ascer- 
taining and installing reasonable conditions in all the parts of managerial transac- 
tions had not yet begun to find itself. 

Other gy sues of the principles of intangible property, especially the sta- 
bilization of prices, had not yet even been thought of, much less the administrative 
machinery to be devised (sic) (p. 676). 


Since the war, considerable progress has been made in these various direc- 
tions and Commons expects the future to bring higher standards of what is 
reasonable in bargaining, managerial and rationing transactions, and more 
effective social control for enforcing reasonable practices. 

He draws a lesson for economics from the two theories of intangible 
property. It ought to take the constructive, purposive attitude of the courts 
in its explanation of institutional growth, instead of the purely objective 
attitude of physical science that was professed by Veblen.’ 


*In this connection, Professor Commons becomes momentarily confused. Veblen, he 
says, considered that science is “matter-of-fact” science, arising from the modern inventions 
of machinery, wherein the scientist eliminates all of the older ideas of purpose or “animism” 
contained in the concepts of alchemy, or divination, and adopts merely the ideas of ‘‘con- 
secutive change,” or “process,’’ which has no “causation” and no “final end” or “purpose.” 

If this is so [Commons comments], then there is no science of human nature, Science 
becames only the physical sciences (p. 654). 

He proceeds to argue that institutional economics is concerned precisely with human 
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The reason is not that the economist should be more keen to “do good” 
than a physical-chemist, but that the problems of social behavior contain 
elements not present in problems of physical chemistry. The “Will-in-action, 
guided by purpose and expectation” (p. 648), is a cardinal factor in the 
behavior of all individuals, including Supreme Court justices. In so far as 
action is purposive, causation runs from the future back to the present; 
not from the past forward to the present. One cannot understand what men 
do, if he treats them as he would treat molecules, leaving their expecta- 
tions, valuations and purposes out of account. Concepts like reasonable 
value play as definite a rôle in shaping institutions as does the difference 
between the cultural incidence of machine tending and money making, 
which Veblen taught us to see. Even if the economist remains an aloof 
spectator of social processes, with no itch to modify them, he must not leave 
human purposes out of his explanations. 

John Commons is both a theorist and a reformer—like Adam Smith, 
Malthus and Ricardo. And it is the reformer who winds up the chapter on 
reasonable value as follows: 


The theory of reasonable value may be summarized, in its pragmatic applica- 
tion, as a theory of social progress by means of personality controlled, liberated, 
and expanded by collective action. It is not indrvidualism, it is institutionalized 
personality. Its tacit or habitual assumptions are the continuance of the capitalist 
system based on private property and profits. It is fitted to a Malthusian concept 
of human nature, starting from the passion, stupidity, and ignorance whereby man- 
kind does the opposite of what reason and rationality would prescribe, and ending 
in an admiration for the individual who, by initiative, persistence, taking risks, 
and assuming obligations to others, rises to leadership. 

Unregulated profit-seeking drags the conscientious down towards the level of 
the least conscientious; yet a considerable minority is always above that level, no 
matter how high it may have been raised by collective action, These indicate the 
possibility of progress. 

The problem, then, is the limited one of investigating the working rules of 
collective action which bring reluctant individuals up to, not an impracticable 


purposes as summed up in “worldly wisdom’-——~a mental attitude which Veblen regards 
as “at cross-purposes with the disinterested scientific spirit.” 

Of course, Veblen did not conceive human beings as devoid of purpose. Commons 
himself presently recognizes that the “instinct of workmanship” brings purpose into the 
foreground of behavior (p. 661). That was not the only instinct with which Veblen endowed 
mankind, and all instincts are purposive. His chief criticism of hedonism is that it pictures 
men as passive creatures, controlled by the pleasure-pain forces which impinge upon them. 

What Veblen was driving at is that science assumes no purposes in “nature,” or in “the 
course of events” outside of man. In dealing with human behavior, he tries to give an 
account of human purposes in terms of an evolutionary process of natural selection. For 
those purposes are an evolutionary product and so can be explained in the same fashion 
as man’s opposable thumb. The scientist should refrain, so far as is possible for such a 
purposeful creature as man, from mixing his own purposes into his explanations of cumu- 
lative changes in the purposes of others. That rule of intellectual honesty Commons accepts 
in principle and practices with indifferent success, like Veblen and the rest of us. 
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ideal, but a reasonable idealism, because it is already demonstrated to be practicable 
by the progressive minority under existing conditions. .. . 

If the profit-motive, in the field of economics, can be enlisted in the program 
of social welfare, then a dynamic factor, more constructive than all others, is 
enlisted. It is an appeal to the business man to get rich by making others rich, and, 
if he does not respond, then to appeal to collective action (s#c) (pp. 874, 875). 


Commons is by no means certain, however, that the courts, industrial 
commissions, scientific managers, monetary reformers and their colleagues 
will succeed in saving capitalism by making it good. He devotes his last 
chapter to the characteristics and prospects of the three forms of economic 
organization that dominate the world today—-capitalism, fascism and com- 
munism. What the future holds in store he makes no pretense of knowing. 
Nor is he sure which form of organization is to be preferred by the mass 
of mankind. 


... it is doubtful whether, under modern conditions, a decision can be reached 
as to which is the better public policy—the Communism of Russia, the Fascism 
of Italy, or the Banker Capitalism of the United States. In the two European 
systems . . . liberty is suppressed and the intellectuals . . . are eliminated, not 
merely because they are physically suppressed but because individual originality 
and genius cannot thrive in a nation of fear. 

Yet these are a small fraction of the population. The overwhelming majority 
are manual and clerical workers. .. . To them liberty is an illusion ee institu- 
tions which demoralize them on the upturn of prices, pauperize them on the 
downturn, and coerce them by lack of jobs. They do not miss liberty if Com- 
munism or Fascism gives them security at low wages. 

Likewise with the personal thrift which became the basis of . . . small capital- 
ism. ... The inflation and deflation of a twentieth-century Banker civilization 
scrapes off the cream of that individual proprietorship which hitherto had induced 
individual wage-earners and farmers to save, to economize, to take the risks which 
they had a chance to surmount, and to maintain the American Republic... . 

If these thrifty individuals are eliminated from the capitalist civilization by 
becoming a alr: of wage and salary earners, then it is probable that, for 
the overwhelming majority, a communist or fascist dictatorship may be prefer- 
able to American Banker Capitalism. It will, no doubt, promptly eliminate aca- 
demic liberty and a free press, but meanwhile the economists have for the time 
being, a new equipment of experimental laboratories on three grand scales, in 
Russia, Italy and America, for a rough and tumble testing of their classical, 
hedonistic, and institutional theories (p. 903). 


VII 


One of the chief services that Professor Commons’s treatise performs 
is to clarify the relations of “institutional economics” to what for lack of 
a better term is called “orthodox economics.” The institutional type is often 
conceived to be a rival of and would-be substitute for the types of theory 
that derive from Ricardo, Menger, or Walras. The leading institutionalists 
may be partly responsible for that misapprehension. MacLeod, whom Com- 
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mons names the “originator” of institutional economics (p. 399), was an 
acrid controversialist, and Veblen explained the preconceptions that had 
prevented economics from becoming an evolutionary science as cultural 
Jags. But whether one accepts Veblen’s concept of an institution as a widely 
prevalent habit of thought, or Commons’s concept that an institution 1s 
“collective action in control of individual action,” he must acknowledge that 
the earlier masters of economic theory dealt with institutions at length. Cer- 
tainly the mercantilism that Adam Smith condemned was an institution, of 
complex of institutions, on either definition, and so also was the “simple 
and obvious system of natural liberty” that Adam Smith praised; for his 
discussion of the duties of the sovereign makes it clear that there must be 
collective control over individual action even under a policy of laissez 
faire. The philosophical radicals talked explicitly about “bad institutions,” 
showed marked ingenuity in devising paper schemes for “good institutions” 
and influenced powerfully the institutional development of England for 
three generations. Perhaps no other economist has stressed the importance 
of institutions in human history more incistvely than did John Stuart Mill 
in his discussion of distribution. It certainly is not the choice of institutions 
as subject matter that differentiates “institutional’’ from other types of 
economics. The day must be close at hand when critics will begin to pro- 
claim that economics has always been “institutional.” 
` What did mark off Veblen’s work from that of his predecessors was con- 
centration upon the evolution of institutions, and the application to that 
problem of a fresh conception of human nature. Adam Smith, the philo- 
sophical radicals and later economists had analyzed the workings of con- 
temporary institutions, had shown how these workings promoted or ob- 
structed public welfare as they conceived it, and had argued that the bad 
institutions should be abolished to make way for good ones. Institutional 
change to them meant a process of “reform,” based upon rational insight. In 
this respect I do not see that MacLeod differed as an institutionalist from 
Mill. Karl Marx is a fitter candidate for nomination as the “originator” of 
the later type of institutional economics; for he focused his attention upon 
the process of institutional change. But Marx retained substantially the 
conception of human nature that the philosophical radicals had elaborated, 
and his notion of institutional evolution reeked of Hegel’s metaphysics. 
Veblen was the first economist to present institutional evolution in terms 
of natural selection, and his conception of human nature derived from 
Darwin and William James, not from Bentham. To him the proper way 
to explain existing institutions was in terms of the cumulative changes in 
ways of making a living. He took that factor to be of chief importance in 
forming the habits of thought prevailing in successive generations, because 
most men and women spend more of their time in getting a living than in 
any other activity. When he thought about the workings of contemporary 
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institutions, his interest centered in the changes that these great social habits 
are now undergoing. He was not concerned with the quasi-mechanical de- 
tails of price determination, after demand schedules and supply schedules 
had been assumed. To him the significant problems of value were hidden 
from sight in these formal schedules. He asked, for example, why men 
desire obviously expensive goods and accomplishments however much 
discomfort their display may impose, and how a species of animals that 
owes its primacy to work can form the habit of thinking labor irksome. 

Great as was the service that Veblen rendered by studying the evolution 
of institutions, it is clear that this theme does not constitute the whole of 
economics. The problems treated by orthodox theory are genuine problems, 
and the two sets of discussions should be put into such form that every- 
one can see how they supplement each another. For example, Veblen’s 
analysis of the cultural incidence of the machine process and of business 
traffic takes for granted knowledge of how prices are fixed and of the 
bearing of prices upon the distribution of income. Every scheme of institu- 
tions has an implicit logic of its own, and it is not less important to know 
what that logic is than to know how the institutions came into being and 
what they are becoming. When Veblen’s friend H. J. Davenport defined 
economics as the science that treats phenomena from the standpoint of 
price, and insisted that it must be written “from the private and acquisitive 
point of view,” he was elaborating the logic of pecuniary institutions in 
much the same way that Euclid elaborated the logic of ideas about space. 
Though Davenport explicitly ruled cultural evolution out of economics, he 
was contributing toward the understanding of one set of institutions. 

Professor Commons, as an institutionalist, takes this catholic point of view. 
Let me quote again one of his most characteristic statements: 


The problem now is not to create a different kind of economics—"institution- 
al” economics—divorced from preceding schools, but how to give to collective 
action, in all its varieties, its due place throughout economic theory (p. 5). 


Collective action, like Veblen’s widely prevalent habits of thought, is the 
product of cumulative changes, and Commons studies its historical evolution 
with care; but he finds no difficulty in fitting the ideas of “orthodox” econo- 
mists into his framework. On the contrary, the evolving ideas of economic 
theorists help him to elucidate the evolution of collective action. Study of 
institutional change taught him, as it had taught Veblen, to eschew the 
intellectualist fallacy; but Commons found the traits of human nature that 
are basic for his purposes summed up by Malthus. Veblen took a whimsical 
pleasure in making orthodox economics appear in the light of his work-a- 
day world as airy rationalizings, spun from conceptions that live below the 
threshold of consciousness and that wither in the light of common day. 
Commons goes to the opposite extreme. Having spent a lifetime in trying 
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to get men to coöperate in his reforms, he is temperamentally inclined to 
minimize the element of novelty in his thinking and to a the insight 
of his predecessors. 

VIII 


No man can cover the field of institutional economics, however keen 
. his insight and however persistent his industry. Commons’s largest con- 
tribution to our knowledge concerns a specific form of collective control 
over individual action—that exercised by the courts. As he points out, this 
field Veblen did not cultivate. Legal Foundations of Capitalism is one of 
the most suggestive contributions to social history made in this generation. 
Repeating what is needful from the earlier volume, Institutional Economics 
sets forth the stellar rôle that judicial process plays in the present scheme 
of things in the United States. To perform that task thoroughly, Professor 
Commons has to clear the way by sketching men’s developing conception 
of human nature, and the gradual discovery that social coöperation rests, 
‘not upon a divinely appointed or a “natural” harmony of interests, but 
` upon a state of order that men learn to establish among themselves. This 
order must control the conflicts among individuals arising from the scarcity 
of goods, and it must provide for the organized coöperation indispensable 
to- efficiency. The individuals whose clashing interests must be controlled 
and whose mutual interdependence must be organized are creatures of 
passion and stupidity, but creatures who can plan. In their planning, 
expectations of the future are the controlling factor. These expectations 
gradually come to be the dominant form of property, the center of clashing 
interests and the crux of interdependence. At this stage of institutional 
evolution, the courts are forced to develop a doctrine of reasonable value 
that includes the “principles” of scarcity, efficiency and futurity in a scheme 
of collecttve control adapted to the rapidly changing needs of the day. 
This brief summary of the theme, and even the fuller statements in the 
preceding pages, show only the skeleton of a living book. It shares the 
vitality of the author’s career. His interest in economics has the driving 
force that characterized the work of Malthus and Ricardo and that declined 
as “political economy” turned into an academic discipline. Institutional Eco- 
nomics is the fitting crown of a real investigator’s life, and it should be an 
incitement to other investigators to follow the various leads that Professor 
Commons has given. 
WESLEY C. MITCHELL 
Columbia University 


TIME DEPOSITS AND PRICE STABILITY, 1922-1928 


The failure of commodity prices in the United States to rise during the 1920's as a 
result of enormous imports of gold has been commonly attributed to the activity of the 
federal reserve system in sterilizing this gold. But such an explanation hardly fits the facts 
of large increases in the reserve balances and earning assets of member banks in this 
period, Although earning assets are not spendable deposits, their expansion by member 
banks gives rise to new spendable deposits. A large proportion of these new deposits, 
however, instead of being spent.on commodities became sterilized in time deposits. This 
growth in time deposits was in part the result of banks’ investing in bonds, secured loans, 
and real estate loans instead of the more orthodox loans, The existence of such a reservoir 
into and out of which large sums of spendable funds may be moved at the will of the 
public creates certain difficulties for the central banking authorities who would control the 
price level. 

The failure of gold imports of one and one-half billion dollars into the 
United States during the five years following 1920—an increase in the 
country’s monetary-gold stock of more than 50 per cent——to produce a rise 
in the index of wholesale commodity prices in compliance with economic 
theory and pre-war experience has commonly been attributed to the credit 
policy of the federal reserve system. Sir Josiah Stamp, for example, in dis- 


cussing possible price inflation in the United States in 1924 stated that 


The memories of 1920-1921 make the banking authorities exceedingly nervous. 
They accordingly have a “credit policy” which by a complex process keeps prices 
steady, partly by “sterilizing” the gold as it arrives, and acting as though it does 
not exist.1 


It is not to be gainsaid that one objective of federal reserve policy after 
1921 was business stability.* Open-market purchases and reductions in re- 
discount rates by the reserve banks in 1922, 1924, and 1927 were under- 
taken when business was just emerging from depression or showing signs of 
receding; and open-market sales and rediscount rate advances in 1923 and 
1925, took place at times when business recovery had progressed to a point 
where it was feared that excesses were beginning to appear. 

Banking statistics do not, however, support the view that these policies 
succeeded in sterilizing the gold in the sense that they prevented a sizable 
expansion of member bank credit. During 1921 member banks were en- 
abled to reduce their dependency on federal reserve bank credit to the 
extent of nearly two billion dollars as a result of gold imports, an increase 
in treasury currency, and a return of currency from circulation From 
January, 1922, to January, 1927, member banks ‘succeeded in increasing 
their reserve balances $536,000,000 despite the fact that reserve bank 

* London Observer, Dec. 5, 1924; see also, J. M. Keynes, A Tract on Monetary Reform, 
rC Federal Reserve Board, Annual Report, 1923, p. 9; A. C. Miller, “Federal Reserve 
Discount Policy and the Diversion of Credit into Speculative Channels,” Trust Com panies, 
1925 (41), p. 590; S. E. Harris, Twenty Years of Federal Reserve Policy, vol. 1, ch. 4. 


*Gold imports amounted to $749,000,000; treasury currency increased $219,000,000; 
and currency in circulation contracted $940,000,000. 
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credit outstanding dropped $140,000,000 and currency in circulation in- 
creased $376,000,000. Upon these additional reserves member banks ex- 
panded their earning assets nearly eight billion dollars, and by 1929 upon 
$144,000,000 more reserves had expanded these assets nearly twelve bil- 
lions, a total expansion of 50 per cent. Federal reserve operations certainly 
did not prevent a very large expansion of bank credit on these gold imports. 
To prevent this “primary expansion” the reserve banks would have had to 
sell a large proportion of their holdings of bills and securities. 

The federal reserve banks, to be sure, did not indulge in “secondary ex- 
pansion,” /.¢., using this gold to add to their loans and investments, to any- 
where near the extent that these added gold reserves made possible. But 
mere primary expansion permits a creation of credit against incoming gold 
fully as great as in pre-war days. The possibility of secondary expansion is 
due -solely to the elasticity of the federal reserve system, designed not for 
ordinary use, but for emergencies. Moreover, the great increase in foreign 
short-term balances subject to sudden withdrawal in this country made such 
a secondary expansion unwise. The policy of paying out gold certificates 
into circulation and withdrawing federal reserve notes from circulation, too, 
has sometimes been regarded as a sterilizing process. But this does not 
result in reducing member bank reserve balances. The only effect of this 
procedure is to reduce the “gold show piece” of the federal reserve sys- 
tem. 

It may be objected, however, that the increase of nearly twelve billion 
dollars in the loans and investments of member banks during the years 
1922-1929 was of little importance because these assets are not purchasing 
power and cannot be spent. The real purchasing power is to be found in de- 
mand deposits, and these expanded only three and one-half billion dollars 
in the same seven years. Commodity prices did not rise because the increase 
in demand deposits was relatively small. 

But can the failure of demand deposits to increase more be attributed to 
a restrictive policy of the reserve system? Although loans and investments 
are not purchasing power, they are the channels through which purchasing 
power in the form of demand deposits is put into circulation. When a bank 
buys bonds, or when it discounts paper for its customers, it gives the seller 
of the bonds or the borrower a credit balance in the form of a demand 
deposit. In either case, however, the newly-created deposit will not long 
remain undisturbed. The borrower has borrowed for a specific purpose, 
and will immediately check against his deposit, while the seller of securi- 
ties will not wish to see his capital lying idle and will check against his 
deposit in order to re-invest his funds. As these deposits are passed on to 
others, they may be used in ways which cause the total loans and invest- 
_ ments of the system of member banks to increase more rapidly than demand 
deposits. They may be used to pay off maturing bills held by the federal 
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reserve banks or to buy securities from the reserve banks (the result is the 
same when the bills or securities are purchased direct from the reserve banks 
by member banks: loans and investments increase but deposits do not); 
they may be used to draw currency into circulation; they may be used to 
increase the capital funds of member banks; or they may be transferred to 
time deposits. The fact that the increase in the loans and investments of 
member banks in these seven years was eight billion dollars more than the 
increase in demand deposits is to be explained in part by an increase of two 
billions in the capital, surplus, and undivided profits of these banks, but it 
is to be explained chiefly by an increase of six billions in their time de- 
posits. 

Time deposits differ much from demand deposits. Time deposits are idle, 
and do not generally circulate as such. They are purchasing power at the 
will of the depositor, but in order to be spent must usually be transformed 
into demand deposits or cash. They have a low velocity of circulation. 
Studies of the velocity of circulation of deposits in mutual savings banks and 
in savings departments of state banks in Massachusetts in 1924 and earlier 
years show that these deposits turn over on the average less than once a 
year. The same is true of Connecticut banks.‘ The Committee on Bank 
Reserves, on the other hand, is convinced that a significant portion of time 
deposits in metropolitan centers has considerable velocity.” However, the 
facts that the Federal Reserve Board has ruled that in order to be classed 
as time deposits open accounts and certificates of deposit may be withdrawn 
only on a certain date or after due notice has been given, in no case less 
than 30 days,* and that banks do not ordinarily pay interest on savings 
accounts withdrawn before the regular interest date, quarterly or semi- 
annually, make it impossible for time deposits to have anywhere near as 
high a velocity as demand deposits, the most important constituent of our 
circulating medium. 

So while the banks in this period were increasing their loans and in- 
vestments 50 per cent and thus pumping purchasing power into circula- 
tion, the effects of this added purchasing power on the general commodity 
price level were largely nullified by the actions of the public who, by with- 
drawing it from circulation and transferring it to time deposits, were dis- 
inclined to make the utmost use of it.” The effect of the growth of time 

* Savings Bank Journal, Oct. and Dec., 1925. 

€ Report, 1931, p. 14. 

* Regulations, Series of 1930, Reg. D, Sec. Il, (c). 

"See also John H. Williams, Monetary Stability and the Gold Standard” in Gold and 
Monetary Stabilization, Harris Foundation Lectures, 1932, pp. 149-150; also, Recent Eco- 
nomic Changes, pp. 675-677, 706. 

Although spending on a scale sufficiently great to cause a rise in prices did not take 
place in the commodity markets, such spending did occur in the securities and real estate 


markets where prices advanced markedly. But the commodity markets were not entirely 
unaffected by this credit expansion. Large purchases of foreign bonds made possible exports 
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deposits upon commodity prices was the same as if only a fraction of the 
twelve billions of bank credit had been created. The transference of funds 
to time deposits did result, however, in a greater expansion of bank credit 
than would otherwise have been possible because of the lower reserve re- 
quirements against time than against demand deposits, and these plentiful 
funds were undoubtedly a factor stimulating security speculation.® 

The demand side of money has too commonly been neglected in monetary 
discussion. In discussing the relation of the quantity of money to prices, it 
has generally been reasoned that if the quantity of money is increased, other 
things remaining equal, prices will rise; and it has been implied that once 
money has found its way into circulation prices will rise because it is not 
likely that the velocity of circulation of money will decrease or that trade 
will increase as much as the quantity of money.® If only the quantity of 
money in circulation can be increased, prices must rise. Much of our recent 
monetary legislation has been conceived in such analysis. 

This analysis fails to give sufficient consideration to the initial purposes 
for which the new deposits are created and to the uses which the public 
ultimately finds for these funds. While the great increase in time deposits in 
commercial banks after 1920 reflects an increase in national savings, the en- 
trusting of a larger share of the uninvested savings of the nation to com- 
mercial banks, and a more complete segregation of demand and time de- 
posits with changes in the practices of banks and in the habits of their de- 
positors, it also reflects the changing character of bank investments. The 
chief economic function of commercial banks has generally been regarded as 
the furnishing of working capital to industry by lending to business men 
on short-term, self-liquidating paper, and before the war commercial paper 
of this sort comprised ostensibly by far the most important single item of 
earning assets of the commercial banks in this country. In the years after 
1921, however, the portfolios of commercial banks took on a quite different 
complexion, as the following figures for all member banks show: 


on a huge scale, and the plentiful funds placed at the disposal of corporations and real 
estate developers by the banks stimulated building. Without this plentiful bank credit it is 
not unlikely that falling prices would have been experienced. 

*It may be asked why funds which are deposited in a time or savings account are not 
re-invested by the bank, thus making these deposits active again. The answer is that reserves 
are required against ‘time deposits as they are against demand deposits. If the banking 
system is loaned up to the limits of its reserves and the same reserve ratio is observed for 
time and demand deposits, a transfer of demand deposits to time deposits permits no 
further credit expansion. If, however, lower reserves are required for time than for demand 
deposits, as is the case in the United States, a transfer to time deposits releases a portion of 
the reserves and permits further expansion. 

° Cf. Irving Fisher, Elementary Principles of Economics, pp. 240-257, and esp. pp. 242, 
245; also F. W. Taussig, Principles of Economics, vol. 1, p. 237, 3rd ed.; but see a more 
guarded statément on p. 420. Exception must be made of J. M. Keynes in whose theory of 
the business cycle (A Treatise on Money) one of the distinguishing concepts is that holders 
of demand deposits may choose to give them up for savings accounts, thus, reducing the 
quantity of actively-circulating money. See also ibid., vol. i, p. 171, footnote. 

\ 
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On Invest- Loans on Loans on All Total 
June 30 ments securities real est. other loans & 
. loans invests. 


(million dollars) 


1921 6,002 4,400 875 12,844 24,121 
1922 7,017 4,500 1,100 11,565 24,182 
1923 7,757 4,950 1,350 12,450 26,507 
1924 7,963 5,350 1,575 12,279 27,167 
1925 8,863 6,718 1,875 12,062 29,518 
1926 9,123 7,321 2,161 12,579 31,184 
1927 9,818 8,156 2,449 12,333 32,756 
1928 10,758 9,068 2,624 12,611 35,061 
1929 10,052 10,095 2,750 12,814 35,711 
Actual 

Increase 

"31.20 4,050 5,695 1,875 —30 11,950 
Percentage 

Increase 67. 129. 214. 48. 





Source: Hearings, S. Res. 71, 71st Congress, 3rd Session. p. 138. 


Commercial loans, “all other” loans in the table, did not increase during 
the period despite the fact that it was generally a period of expanding 
trade and production. Business men, as a result of their unfortunate ex- 
periences in 1920-1921, were reluctant to become indebted to the banks. 
Improved delivery services, which enabled them to reduce somewhat their 
inventory requirements, and large profits and security markets willing to 
absorb almost unlimited amounts of new issues, which enabled business 
concerns to strengthen their cash accounts, made it possible for them to carry 
on an expanding business with less dependence upon bank loans. The lack 
of a demand from commercial borrowers, coupled with growing reserves, 
pushed down interest rates and forced the banks to seek new markets for 
their credit. What these new markets were may be readily ascertained from 
the foregoing figures. Bankers bought large amounts of bonds, and greatly 
increased their loans against real estate and securities. While commercial 
loans did not increase, member bank investment holdings increased 67 per 
cent, security loans 129 per cent, and real estate loans 214 per cent. In 1921 
commercial loans constituted over one-half of total loans and investments; 
but by 1929 these loans had dropped to only slightly more than one-third 
of total loans and investments, and were only 25 per cent greater than each 
of investments and secured loans. 

These changes which were taking place in the composition of bank assets 
in turn affected the character of bank deposits. When a bank makes a loan 
to a commercial enterprise, the resulting deposit is usually checked against 
immediately for the purpose either of buying goods from other business men 
or of paying employees. In either case the effect is to stimulate business ac- 
tivity. If banks continue to make loans until the productive resources of 
the community are fully employed, the inevitable result is a rise in com- 
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modity prices. Here a distinct correlation is traceable between growing de- 
mand deposits and the. rise in the price level. 

When a bank creates deposits for the purpose of purchasing securities, 
however, or when it creates deposits so that a customer may buy real estate 
or securities, the consequences may be quite different. Deposits are being 
created at a rate more rapid than the needs of trade demand, and in this 
case they are not being spent directly on commodities, with the consequent 
tendency to force up commodity prices. The bond which the bank buys or 
the securities which the customer buys with the borrowed funds are given 
up by some other investor who, believing that they are too high in price, 
may choose to liquidate his holdings. If such is the case, the erstwhile in- 
vestor now has a deposit which he does not intend to use right away. One 
attractive use of this deposit is to carry it as a time or savings deposit on 
which he will receive a return much greater than on a demand deposit and 
which at the same time will be virtually as liquid-as a demand deposit. Al- 
though the seller of the securities may spend the proceeds on consumption 
goods, the chances are that since he regards these funds as his capital, he will 
not do so, but will keep these capital funds intact. | 

Furthermore, many corporations, influenced by the ease with which new 
issues could be marketed and spurred on by the possibility that money rates 
might turn upward, financed themselves in excess of their current require- 
ments. While in many cases these excess funds were invested in short- 
term government issues and later in brokers’ loans, frequently they were 
left on deposit with the banks and transferred to time accounts in order to 
take advantage of the higher interest rates. To the extent that this favorable 
situation in the security markets was brought about by the freedom with 
which the banks purchased bonds and lent their funds against collateral 
instead of by national savings, the policy of extending bank credit in these 
ways contributed directly to stimulating the growth of time deposits. 

The processes by which newly created demand deposits may ultimately 
become time deposits are more complex than the foregoing discussion has 
suggested. While a study of the character of bank assets will give some 
indication of the initial use of the cognate deposits, once checks are drawn 

* Secured loans may, to be sure, be merely a channel through which commercial loans 
are made to business enterprises. Business men of questionable credit-rating may be required 
to put up collateral in order to obtain bank credit. Also, corporations may obtain capital 
from the flotation of new security issues which are bought with funds borrowed from the 
banks, While a part of the increase in secured loans was due to such operations, particu- 
larly the latter, it seems likely from the rapid rise in security prices in the years after 1924 
that a considerable portion of these loans was used for the turnover of outstanding securities. 

The tendency for time deposits to increase relative to demand deposits in the Midland 
Bank after 1926 was attributed by the chairman of the bank to the fact that an increase in 
earning assets had taken the form largely of short-term loans to the money market and 
bills rather than advances to business. A high degree of liquidity was sought because ex- 


pansion was the result of a reduced reserve ratio instead of an increase in reserves. Midland 
Bank Monthly Review, Jan.-Feb., 1929. 
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against these deposits transferring them to other individuals, they become 
merged with the general mass of deposits, the use of which is determined 
by the multitude of factors which shape the employment of its free funds 
by the community—the course of interest rates, the relation of savings to 
the demand for capital, and the choice made of investing free funds. If 
during a period of rapid-expansion of bank credit many in the community 
are disposed to save a generous proportion of their incomes, if many who 
have command over these savings are disinclined to invest their funds, if 
banks offer attractive rates on time deposits, and if prices of investment 
securities are rising so that many are inclined to assume a “‘bear’’ position by 
selling their securities to others who are purchasing them with funds bor- 
rowed from the banks, an unusually large part of these new deposits may 
find its way into time deposits. 

Such appears to have been the situation in the United States in the years 
1922-1928, during which general commodity prices failed to rise despite 
heavy gold imports. To ascribe this failure of commodity prices to rise in the 
face of large additions to the monetary gold stock of the country, as eco- 
nomic theory and pre-war experience would lead us to expect, to a restric- 
tive federal reserve policy is misleading because in every year of this period, 
except part of 1924, reserve bank credit outstanding averaged at least as 
high as in 1922. On the contrary, there was a large and rapid expansion 
of bank credit, as is evident from the loan and investment accounts of the 
member banks. The failure of this enormous expansion of bank credit to 
cause commodity prices to rise is to be explained in part by the spending of 
it in the security and real estate markets rather than in the commodity mar- 
kets. But an examination of the trend of time deposits shows that the failure 
of commodity prices to rise must be attributed to a considerable extent to the 
preference of the public for idle funds, in the form of time deposits, over 
commodities. And the very fact that these bank funds had to be pumped 
into circulation through the channels of security and real estate loans and 
investment purchases rather than of direct loans to business was an impor- 
tant influence shaping the character of the cognate deposits. 

This analysis connotes serious obstacles in the path of central bank efforts 
to control the price level. Since the powers of central banks over prices are 
pretty much confined to control over the volume of credit, in so far as 
changes in the volume of credit do not elicit a sympathetic response in 
spending by the public the ultimate objective of bringing about changes in 
prices may not be attained. The heroic attempts of the federal reserve banks 
to stem the tide of deflation in 1932 by pouring funds into member bank 
reserves through purchases of government securities met only with dismal 
failure. During these twelve months the reserve banks bought in the market 
1.1 billion dollars of governments while the Bureau of Labor Statistics 
index of wholesale prices fell in the same year from 68.6 in December, 
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1931, to 62.6 in December, 1932. To be sure, this increase in the reserve 
banks’ holdings of governments was accompanied by a decline of half a 
billion dollars in the rediscounts of the member banks; yet it is questionable 
whether this decline in rediscounts would have been so large if there had 
been a broad public demand for loans. It is a matter of doubt, too, how 
far the rise in prices which occurred in 1933 and 1934 is to be attributed 
to- monetary manipulation, how far to the normal price rise of early business 
recovery, and how far to such abnormal influences as NRA, AAA, and the 
drouth. This gap between the quantity of money and credit and the price 
level Keynes has recognized, and would attempt to bridge through govern- 
ment spending on public works. 

While the policy of a central bank will generally be more successful when 
directed at curbing price inflation than when trying to stimulate a rise in 
prices in depression, the existence of a large volume of idle funds in the 
hands of the public may invalidate even the former. When the federal re- 
serve system was endeavoring to curb stock market speculation in 1928 
and 1929 and did succeed in making money scarce, high money rates at- 
tracted funds from abroad and from private sources which frustrated the 
official attempts to deprive the market of funds. Time deposits offer an 
attractive reservoir in which the public may deposit funds it does not desire 
to spend and from which the market may draw in time of stringency— 
a reservoir lying beyond the direct range of central bank control. 

| LAWRENCE W. TOWLE 
Lawrence College 


4 The power to fx the rate of interest on time deposits may furnish the Federal Reserve 
- Board an indirect control over the volume of these deposits. But this control would appear 
tenuous, depending upon factors of such broad scope as the yield on prime investments and 
the confidence of investors in the general business outlook. Moreover, such control presumes 
power to regulate state banks and savings banks. 


THE BANKING ACT OF 1935 


The so-called omnibus banking bill, having passed both houses of Congress on August 
19, 1935, was approved by the President and became law on August 23. The passage 
of this important piece of banking legislation aroused surprisingly little comment in the 
press in view of the wide public interest which had attended the earlier hearings on the 
bill in both the House and Senate Committees on Banking and Currency. One would 
have to go back to the days of the Aldrich bill and the original Federal Reserve act 
to encounter as much controversy over a piece of banking legislation as attended the 
proposed Banking act of 1935 in its journey through the House and Senate committees. 

In fact, to appraise properly the provisions of the new banking law, it is necessary to 
compare them with the terms of the original Administration bill and to undersatnd 
the political environment which gave rise to the latter measure. In this article, therefore, 
the political aspects of the banking situation will first be reviewed, to be followed by a 
summary of the Administration banking bill. With this background, an analysis of. the 
law as finally passed will be in order. 


I 


From the late spring of 1933, the Administration, by legislation and 
otherwise, made its influence strongly felt in the operation of the federal 
reserve system. On the legislative side, the independent position of the sys- 
tem was first undermined by the Thomas inflation amendment of May 12, 
1933, which authorized the President, in bis discretion, to direct the Secre- 
tary of the Treasury to enter into agreements with the federal reserve banks 
and the Federal Reserve Board, under which the reserve banks might buy 
up to $3,000,000,000 of additional government securities without incurring 
any penalty for deficiency in reserves resulting therefrom. The amend- 
ment also provided that if the Secretary of the Treasury “is unable to secure 
the assent of the several federal reserve banks and the Federal Reserve 
Board to the agreements authorized in this section,” the President might 
direct the Secretary of the Treasury to cause to be issued United States 
notes up to $3,000,000,000 in amount. 

The Administration was accordingly provided with a club to hold over 
the reserve authorities. If they refused to enter into the open-market agree- 
ments, it would be possible to offset the effects of their refusal by the is- 
suance of United States notes. Moreover, although the amendment pro- 
vided that the Federal Reserve Board might raise or lower existing reserve 
requirements, to prevent injurious credit expansion or contraction, such 
authority might be granted only with the approval of the President. 

The Thomas amendment, which was passed to facilitate the President's 
policy of restoring commodity prices to the pre-depression level, was the 
first legislative encroachment upon the freedom of action of the Federal 
Reserve Board and the reserve banks. A number of months later, the in- 
dependence of the federal reserve authorities was further curtailed by the 


* These notes might also be issued in the event that the open-market purchases were 
inadequate to meet the purposes of the section or for other reasons, but we are here con- 
cerned only with the one mentioned in the text. 
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Jaai of the Gold Reserve act of 1934. This act placed the control over 


the uses and movements of gold in the hands of the Secretary of the Treas- 
ury who was directed to act in this connection with the approval of the 
President. The federal reserve banks were permitted to redeem gold certifi- 
cates in gold for purposes of settling international balances, but only to the 
extent deemed necessary by the Secretary of the Treasury. 

In addition, this law established a stabilization fund of $2,000,000,000 
out of the profits from devaluation, and provided that any part of this fund 
not needed for exchange stabilization purposes might be used to purchase 
government securities in the market. Accordingly, if the reserve banks 
had desired to tighten money rates by the sale of “governments,” the effect 
of this action could have been largely offset by the purchase of such securi- 
ties by the Secretary of the Treasury. 

It is clear that the legislation noted would have provided the Adminis- 
tration with a substantial degree of control over the federal reserve au- 
thorities, had the latter wished to adopt policies opposed to the wishes 
of the existing government. As it turned out, however, there was no neces- 
sity to coerce the Federal Reserve Board, since it codperated with the Ad- 
ministration at practically every turn. That this was to be expected is made 
plain by a consideration of Board resignations and appointments during 
1933 and 1934. 

On March 4, 1933, Mr. Woodin succeeded Mr. Mills as ex officio chair- 
man of the Federal Reserve Board, and Mr. J. F. T. O’Connor became an 
ex officio member of the Board upon his appointment as Comptroller of 
the Currency on May 11, 1933. Mr. Eugene Meyer, member and gover- 
nor of the Board since September 16, 1930, resigned on March 24, 1933, 
, his resignation being accepted as of May 10. He was succeeded, on May 
19, by .Mr.-Eugene.R.-Black, a Roosevelt appointee. The term of office of 

Mr. W. W. Magee expired on January 24, 1933, and there was one other 


{faved on the Board remaining to be filled after President Roosevelt 


-, “Came into office. Mr. J. J. Thomas and Mr. M. S. Szymczak were appointed 


n 
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td’ serve the unexpired portions of these two terms. Thus five out of the 
eight Board memberships were filled by appointees of President Roosevelt. 

On January 1, 1934, Mr. Morgenthau succeeded Mr. Woodin as Sec- 
retary of the Treasury, and hence became ex officio chairman of. the Federal 
Reserve Board. Mr. Black resigned, effective August 15, 1934, and was 
succeeded as governor, on November 15, 1934, by Mr. Marriner S. Eccles. 
On August 21, 1934, Mr. A. C. Miller was reappointed for a twelve-year 
term beginning August 10. 

The changes in the composition of the Federal Reserve Board in 1934, 
while less extensive than those of the previous year, were nevertheless im- 
portant. The President had committed himself on several occasions in 1933 


_ toa 4 PONY of pfice raising and subsequent stabilization. It | be taken 
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for granted that Mr. Morgenthau, a supporter of Professor Warren's 
theories, would fall in more fully with the President’s ideas than Mr. 
Woodin would have done had he lived and remained in office. It appears 
equally certain that Mr. Eccles, who is generally accorded the responsibility 
for the Administration draft of the Banking act of 1935, is a more en- 
thusiastic supporter of the President’s price policy than was the late Mr. 
Black. 

Accordingly, at the beginning of 1935, the Federal Reserve Board con- 
tained six members appointed by President Roosevelt, two of whom par- 
ticularly, the chairman and the governor, were spirited endorsers of the 
price-raising-stabilization policy. There was consequently some basis for 
the statement, frequently made, that the Federal Reserve Board had come 
largely under the domination of the Administration. 

It was in this atmosphere that the Administration draft of the Banking 
act of 1935 was conceived. The bill was introduced into the House of Repre- 
sentatives on February 5, 1935, and was referred to the Committee on 
Banking and Currency for consideration. The publication of the bill re- 
leased a flood of protest and criticism, with a modicum of endorsement, 
which followed it through the hearings in both the House and the Senate. 
It is to the provisions of this much disputed measure that attention will be 
directed in the following section of this article. 


II 


The Administration banking bull, as introduced into the House, was com- 
posed of three titles. Title I amended the permanent deposit insurance pro- 
visions of the Banking act of 1933. Title II provided for a far-reaching 
revision of the powers and functions of the Federal Reserve Board and 
federal reserve banks. This was the controversial portion of the bill. Title 
HI, which aroused practically no comment, consisted of technical amend- 
ments looking toward the smoother operation of the existing banking laws. 

The provisions of Title I may be commented on briefly. It will be re- 
called that under the permanent deposit insurance plan of the Banking 
act of 1933, deposits were to be insured (a) up to $10,000 in full, (b) 
75 per cent of the next $40,000, and (c) 50 per cent of amounts over 
$50,000, and that funds for operating the plan were to be obtained by 
subscriptions to stock in a Federal Deposit Insurance Corporation on the 
part of the Treasury, the federal reserve banks and insured banks. Although 
no periodic contribution was required of the latter, repeated subscriptions 
to stock might be exacted in time of stress when the banks would be least 
able to stand the strain. 

In contrast to this, the Administration bill limited insurance to $5,000 


per account and provided that insured banks, instead of sv subscribing to stock . 
in the F.D.LC., should pay an anntal’ assessment amounting to 1/12 of 1 
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per c seat of total deposits, assessments _to be to be paid semi-ann wnually. The Secre- 
tary of the Treasury was also authorized, in his discretion, to purchase 
additional obligations of the Corporation and to sell obligations so acquired 
at any time. 

There can be no doubt but that the provisions of Title I were a distinct 
| improvement on those of the Banking act of 1933. Insurance of deposits up 
to $5,000 is sufficient to cover fully some 98 per cent, bym number, of all 
accounts and to safeguard t the small depositor who is in most need of this 


een e o e ty te 


sort of. protection. nsurance of accounts to this extent would | also appear 
to be feasible as a practical matter.’ 

Nevertheless, thesé provisioris Were still defective in two respects. In: 
the first place, the recognized insurance principle that the.size of the.an- 
nual premium s should vary in accordance with the risk involved was ignored, 
the same assessment being levied against all insured banks.* The major ob- 
jection to deposit-gu guarantee plans—that the less cautious bankers will take 
unwarranted fisks at the expense of the soundly-run banks—would be 
largely 1 removed with graduated premiums, since it would then pay bankers 
to improve the condition of their institutions in order to teduce the amount 
of their annual payment into the insurance fund. ` | 

In the second place, the provisions of Title I placed an unfair burden_ 
on the large banks “Which had numerous accouits’ substantially in exces: EXCESS 
of $5,000, while the smaller banks had relatively few such accounts.* An 
annual assessment based on insured deposits only, rather than total | deposits, | 
would have been an improvement. In the course of the hearings on the bill, 
the large banks did voice objections to this feature of Title I, although 
all agreed that the new plan was superior to that contained in the Banking 
act of 1933. 

Title III, since its provisions were technical and were generally approved, 
may be dismissed without extended comment. One amendment to existing 
law should, perhaps, be noted. It was provided that, in the calculation 
of member bank reserve requirements, “due from banks” might be de- 
ducted from gross deposits instead of from “due to banks” only." This 
change would redound to the benefit of the country banks, which have 
larger “due from” than “due to” banks items. 


*In this connection, see J. H. Taggart and L. D. Jennings, “The Insurance of Bank 
Deposits,” Journal of Political Economy, August, 1934, pp. 508 ff. 

* This point is elaborated in G. Emerson, ‘Guaranty of Bank Deposits under the Bank- 
ing Act of 1933,” Quarterly Journal of Economics, February, 1934, pp. 229 ff. 

*On October 1, 1934, when deposits were insured up to $5,000 under the temporary 
plan, 91.67 per cent of deposits in banks having $100,000 or less of deposit liabilities were 
insured, while in banks with deposits of over $50,000,000, the corresponding percentage 
was 25.69. Federal Reserve Bulletin, March, 1925, p. 200. 

*“Due from banks” includes also exchanges for clearing and items in process of col- 
v lection, while “due to banks” includes certified and officers’ checks, cash letters of credit, 
ang dividend checks outstanding. 
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The most radical changes from existing law were embodied in Title NASZA 
With regard to the fédéral reserve banks, this title provided that the board 
of directors of each such bank should annually select a governor and a vice- © 
governor, subject to the approval of the Federal Reserve Board. Having 
approved the selection of governor, the Board was then directed to appoint 
this officer a one of the Class C directors of the reserve banks and was 
authorized to appoint the vice-governor to another of the Class C director- 
ships, if desired. The office of federal reserve agent was abolished, being 
merged with that of governor. 

Membership on the Federal Reserve Board was changed in one important 
respect. The governor and vice-governor of the Board were to be appointed © 
by the President to serve at his pleasure and, when dismissed, to'be deemed 
to have served their full terms. Other appointments were for twelve years 
as before, and salaries of Board members were raised from $12,000 to 
$15,000 per annum. A pension plan was also provided for members who 
had served five years or more on the Board. 

A drastic change in the composition and powers of the federal open- 
market committee was incorporated in the bill. Under the Banking act of 
1933, this committee was composed of twelve representatives of the federal 
reserve banks (invpractice the governors). The committee formulated the 65 
system’s open-market policies, but its decisions were not binding on any 
reserve bank which desired not to participate in recommended sales or 
purchases. Under the proposed law, the open-market committee was to con- 
sist of the governor and two other members of the Federal Reserve Board 
and two governors of the twelve reserve banks. This committee, under the 
direction of the Federal Reserve Board, was to formulate open-market 
policies, and its decisions were to be binding on the several reserve banks. 
The bill also authorized the purchase by the reserve banks, without regard 
to maturities, of direct or fully guaranteed obligations of the United States. 

Another far-reaching amendment, relative to discount operations of the. 
reserve banks, was included in the proposed law. It was provided that 
“subject to such regulations as to maturity and other matters as the Federal 
Races Board may prescribe,” a federal reserve bank might discount any 
commercial, agricultural or industrial paper for member banks, and might 
make advances to member banks secured by “any sound assets.’’® 

Under the terms of the proposed act, federal reserve notes might be is- 
sued by the reserve banks, secured by a first and paramount lien on all of the © 
assets of the issuing bank. The 40 per cent reserve in gold certificates against 
federal reserve notes was retained, but it was provided that the 35 per 
cent reserve required against deposits in the reserve banks should consist 
of lawful money, other than federal reserve notes or federal reserve bank 
notes. 


* Italics are mine. 
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To prevent injurious credit expansion or contraction, the Administration 
_. _ bill provided that the Federal Reserve Board might “by regulation change 
v) the requirements as to reserves to be maintained against demand or time 
deposits or both by member banks” in any or all federal reserve districts 
and in central reserve, reserve or other cities. 
The foregoing provisions were chiefly concerned with centralizing credit 
{control in the hands of the Federal Reserve Board. In addition to these, 
Section 210 of Title II liberalized in marked fashion the limitations im- 
posed on the extension of real estate loans by national banks. Under the 
then existing law, national banks were permitted to lend on the security 
of urban property or improved farm lands within a 100-mile radius of the 
lending bank up to 50 per cent of the value of the property for terms 
not exceeding five years. The aggregate amount of such loans was limited 
to 25 per cent of the lending bank’s paid-in and unimpaired capital and 
surplus, or one-half of its savings deposits, whichever was greater. 
The proposed amendment abolished the territorial limitation on real 
A estate loans and allowed national banks to lend up to 60 per cent of the 
Gy value of the property, but for terms not exceeding three years. Loans se- 
cured by amortized mortgages, however, might be granted up to 75 per cent 
of the value of the property, provided that the installment payments - 
would retire the loan in a period of twenty years.’ The limit on the aggre- 
gate amount of real estate loans which might be granted was raised to the 
amount of the lending bank’s paid-in and unimpaired capital and surplus 
or 60 per cent of its time and savings deposits, whichever was greater. 





I 


Analysis of the Administration banking bill discloses, first, that it was 
designed to facilitate the carrying out of the theory of credit control es- 
poused by Governor Eccles of the Federal Reserve Board, and, second, that 
it would have incorporated in the permanent banking law the opportunity 
for political domination of central banking policy, already largely i in effect 

- in practice, 

Governor Eccles, in his writings, speeches and testimony, has indicated 
his belief in the possibility of effecting substantial control of prices and 
business activity through the medium of credit control, chiefly by means 
of open-market operations. His approach to the problem of credit control 
is, strictly quantitative. To him, apparently, the problem is one of effecting 
the expansion and contraction of bank credit without regard to qualitative 
distinctions, 7.e., whether the credit is long or short-term, commercial or 
investment, in type. Consequently, the bill which he sponsored, and with 


"Under Title II of the National Housing act, national banks were exempted from the 
valuation and maturity limitations of the law on insured loans made under the terms of 
that act. This exemption was also included in the proposed law. 
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the authorship of which he is generally credited, removed the qualitative 
distinctions embodied in the original Federal Reserve act by permitting 
the Federal Reserve Board to regulate the maturities and other characteris- 
tics of discounted paper, and to allow the reserve banks to make advances 
secured by any sound assets. 

In like fashion, the importance of open- -market operations in Governor 
Eccles’ philosophy of credit control was recognized in the bill by the pro- 
visions concerning the federal open-market committee and its powers and 
functions. The permission | to the Board to alter member bank reserve re- 
quirements and the issuance of federal reserve notes without specific seaun 
were likewise in line with this general philosophy. 

Space is lacking here to enlarge upon the weaknesses of the theory of 
credit control held by Governor Eccles.’ Suffice it to point out that the pub- 
lication of the Administration bill brought forth severe criticism from a 
substantial group of monetary and banking theorists, not because of the 
centralization of credit control provided therein, but because of the elimina- 
tion from the Federal Reserve act of qualitative limitations on eligible 
paper and the requirement of specific security behind federal reserve notes. 
In view of the known attitude of Governor Eccles, it was felt that the re- 
moval of these legislative restrictions would be especially dangerous. 

From the viewpoint of political control, the bill received even wider con- 
demnation. The right of the President to appoint the governor and vice-gover- 
nor of the Federal Reserve Board to serve at his pleasure, combined with 
the requirement of Board approval of the selections, annually, of governors 
and vice-governors of the federal reserve banks, was sufficient cause for 
alarm on the part of the large body of students and bankers who realized 
the vital necessity of independence from political influence in the manage- 
ment of any successful central banking system. 

The criticisms noted were brought out in detail and with great force in 
some of the adverse testimony on the bill before the House Committee on 
Banking and Currency.* Nevertheless, the bill, as reported out from the 
committee and passed by the House, followed in large measure the Ad- 
ministration draft. Aside from changing the rate of assessment against 
insured banks from 1/12 to 1/8 of 1 per cent, Titles I and IIT were vir- 
tually unaltered. Some slight improvement in Title II resulted from two 
amendments, one of which provided that appointments of governors an 
vice-governors of federal reserve banks be approved by the Board eve 
three years, instead of annually, while the other specified that if the desig- 
nation of Governor of the Board be terminated by the President, the ny 
cumbent might serve his full term as a regular member of the Board. 

*The objections to a purely quantitative theory of credit control are considered in. 
detail in my article, “Social Aspects of Commercial Banking Theory,” American Economic 


Review, June, 1933, pp. 217-233. 
? See, for example, the testimony of Dr. Walter E. Spahr in this connection. 
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_ On the other hand, an amendment which made it the duty of the Fed- 
eral Reserve Board to exercise its powers “in such manner as to promote 
conditions conducive to business stability and to mitigate by its influence 
unstabilizing fluctuations in the general level of production, trade, prices, 
and employment, so far as may be possible within the scope of monetary 
action and credit administration,’ placed an impossible burden on the 
federal reserve authorities and was both short-sighted and undesirable. The 
House draft also changed the regulations regarding the open-market com- 
mittee, but left complete control of, and responsibility for, open-market 
operations in the hands of the Federal Reserve Board. 

There was little doubt that the banking bill, as passed by the House, 
would prove acceptable to the Administration since it followed so largely 
the terms of the original bill. The Senate committee, on receiving the House 
measure, held extensive hearings before amending it and reporting it out 
of committee for vote in the Senate. The testimony before the Senate com- 
mittee was predominantly critical,*°. and Senator Glass was known to be 
in opposition to the House measure. Yet the changes in the bill, when re- 
ported out of committee, were much more fundamental than had been an-. 
ticipated. The Senate passed the committee draft without change and it was 
referred to a joint committee for final amendment. Since the Banking act 
of 1935, as finally passed, followed the Senate draft closely in many par- 
ticulars, it will be advisable to consider the terms of this draft in some 
detail. 

IV 


Vith regard to the management of the federal reserve banks, the Senate 
draft provided that the board of directors of each reserve bank should 
elect, for five-year terms, a president and vice-president, such elections to 
be subject to the approval of the Board of Governors (the new name for 
the Federal Reserve Board). The president was to be the chief executive 
officer of the bank, to whom all other executive officers and employees should 
, be responsible. The office of federal reserve agent was retained as here- 
tofore. 
N The name of the Federal Reserve Board was changed to the Board of | 
Governors of the Federal Reserve System. The Board of Governors was to < 
consist of seven members, all to be appointed by the President for terms 
of fourteen years each in such fashion that one term would expire every 
two years. The two ex officio members, the Secretary of the Treasury and 
the Comptroller of the Currency, were dropped from the Board. The salary 
of Board members was fixed at $15,000 per annum and no member was 
to be allowed to serve more than one full term. Not more than four of the 
* Among those testifying against the bill were such well-known economists and bank- 


oe as Kemmerer, Willis, Anderson, Perkins, Warburg, and Aldrich, as well as many 
others. 
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seven members might be of one political party and at least two of the mem- 
bers must be experienced bankers. The President was authorized to designate 
two of the members as chairman and vice-chairman, respectively, of the 
Board of Governors, to serve in this capacity for four years of their terms. 

Under the Senate draft, the federal open-market committee was to be ve 
composed of the entire Board of Governors plus five representatives of the 
reserve banks. Of the latter, four were to represent specific groups of re- 
~ serve banks, while the fifth was to be a representative at large. The com- 
mittee was to formulate and direct open-market policies and its decisions 
were to be binding upon the federal reserve banks. Authority was given to 
purchase government and government-guaranteed securities without regard 
to maturities, but such purchases might be made only in the open market. 

In respect to discounts, it was provided that member banks, without any 
eligible or acceptable paper, might apply to their federal reserve banks for L 
advances secured to the satisfaction of said reserve banks. Such, advances 
were to bear a rate one per cent above the highest established discount rate 
on eligible paper. It was also provided that the reserve banks should estab- 
lish discount rates every fourteen days, or oftener if deemed necessary by 
the Board of Governors. In the Senate draft, the provision permitting the 
issuance of federal reserve notes without specific security was omitted. 

In order to prevent injurious credit expansion, the Senate bill authorized W 
the Board of Governors, upon an affirmative vote of five members, to raise 
member bank reserve requirements. Increases might amount to no more 
than 100 per cent of existing requirements and reserves were not to be 
lowered below existing requirements. | 

Regardirig real estate loans, thie Senate draft adopted the same aggregate 
limit as the Administration and House bills. Existing restrictions on five Y 
yeaf Teal estate loans were retained, but national banks were permitted to 
grant amortized loans up to 60 per cent of the value of the property with a 
t ten-year maturity, provided that, at the end of that period, the payment 

of installments would be sufficient to reduce the principal of the loan by 
50 per cent. 
The only changes in Titles I and HI which need be mentioned were first, 

- the restitution of an annual assessment against insured banks of 1/12 of 

1 per cent of total deposits, as in the Administration bill (Title I) and, 

second, the incorporation of a provision under which national banks might 
r engage in certain underwriting activities of an investment banking nature 
(Title HI). 

The changes wrought in Title II of the banking bill, as a result of the 
Senate amendments, were in large measure attributable to the efforts of 
Senator Carter Glass. The result was, on the whole, essentially constructive. 
The qualitative limitations of the Federal Reserve act, in respect to eligible 
paper and security behind federal reserve notes, were retained in the Senate 
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draft of the bill. Open-market powers were, it is true, broadened and 
centralized, but this would be objectionable only if such powers were mis- 
handled by the open-market committee, over which the Board of Gover- 
nors had control through its ability to outvote the reserve bank representa- 
tives. Consequently, every effort was made to insure a non-partisan and 
able Board of Governors. This explains the requirements that not more 
than four members should belong to one political party, that two of the 
members should be experienced bankers, that not more than one term 
' of membership should expire every two years, and that members should 
be prohibited from serving more than one full term. This also accounts for 
the elimination from the Board of the Secretary of the Treasury and the 
Comptroller of the Currency. In short, it is difficult to see how anything 
more could have been done, as a practical matter, to protect the new Board 
of Governors from politica] pressure or interference. It is in this respect that 
the Senate draft is most deserving of commendation. 


y 


The banking bill, as finally passed, followed the Senate draft closely with 
a few exceptions. Accordingly, it will be necessary here only to comment 
on the differences between the two measures. . 

{/ The Senate draft of the bill was weakened by the elimination, in the 
final act, of the requirements that not more than four members of the 
Board of Governors shall be of one political party, and that two of the 
members shall be experienced bankers. The first-mentioned omission 1s 
especially important, since the President is authorized to appoint the entire 
new Board of Governors by February 1, 1936, when the new organization 

' goes into effect. The President will therefore be able, should he feel it 
advisable to do so, to appoint seven members of his own party who would 
be in accord with his ideas in the matter of credit control. The efforts of 
Senator Glass to obtain a non-partisan, and largely independent, Board of 
Governors have consequently been balked to some extent. 

J/ The final act changed the composition of the federal open-market_com- 
mittee by specifying that the five representatives of the federal reserve 
banks should all represent groups of reserve banks, thus doing away with 
the selection of a representative at large. This change is of no significance. 

On the question of advances to member banks, secured by normally 
ineligible paper, the Banking act reduced the penalty rate from 1 to 1 
of 1 per cent arid eliminated the requirement that member banks must be 
Jacking in eligible paper in order to obtain such advances. A provision 
limiting the maturity of these advances to four months was inserted. 

Here, again, the Senate draft was weakened by the change made in the 

_joint.committee. The Senate measure contemplated the use of these ad- 
vances for emergency purposes at a substantial penalty rate, and, as such, 
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the inclusion of this provision was fully justified. As the law was finally 
passed, member banks may resort to this form of accommodation at a slight 
penalty, even when possessed of eligible paper. The emergency nature of 
the Senate provision was thus eliminated, and there is little, if any, justifica- 
tion for this section of the law as it now stands. 

xX The act amended the Senate draft slightly by ss a change in y 
member bank reserve requirements upon the affirmative vote of four rather 
than five members of the Board of Governors. This change is relatively un- 
important. 

The real estate provisions of the final act were changed slightly from the 
Senate draft. The territorial limitation on real estate loans was eliminated w’ 
and the amortization requirement was reduced from 50 to 40 per cent. 
Under certain conditions, also, more than one national bank was allowed 
to participate in a loan. Insured loans under Title II of the National Hous- 
ing act were exempted from maturity and valuation limitations as before. 

Although there is little to criticize in the limitations on individual real 
estate loans included in the act, the relaxation of the limit on aggregate 
loans of this type can scarcely be justified. The former limit was sufficiently 
liberal, perhaps too liberal in view of the difficulties resulting from such 
loans during the depression, and there was no sound reason for its relaxa- 
tion. 

The final act wisely, in the judgment of the writer, dropped the provision 
of the Senate draft permitting national banks to engage in specified under We 
writing activities, “although many bankers, no doubt, would have liked 
to diigment their profits in this way. © ` 

With the exceptions just noted, the Banking act of 1935 coincided with 
the Senate draft in nearly every particular. In appraising its merit as a piece 
of reform legislation, account must be taken not only of the terms of the} Y 
law itself, but of the situation which existed prior to its passage and the 
political environment in which the law will be put into operation. 

As compared with the banking bill proposed by the Administration, or 
with the House draft of the bill, the new act is unquestionably a great 
improvement for reasons which have already been noted. In the light of the 
situation which existed at the beginning of 1935, also, there can be little 
doubt but that the Banking act of 1935 is a constructive measure. The 
Federal Reserve act had been amended by a series of emergency measures 
to a point where it was hardly recognizable as the law which was passed 
in 1913. Some of these amendments were temporary, some permanent. 
The Banking act incorporated some of the previous amendments and sup- 
planted others, thus clarifying somewhat the legal status of the Federal 
Reserve Boárd and the federal reserve banks. The major criticism to be 
offered in this connection is that the act did not go far enough. The in- 
clusion of an athendment to the Gold Reserve act of 1934, transferring 
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control of international gold movements from the Secretary of the Treasury 
to the Board of Governors would have greatly strengthened the new law. 

As far back as 1933 and 1934, the Federal Reserve Board, although 
ostensibly independent, had, as shown, come practically under political 
domination. With regard to the short-term outlook, no great improvement 
in the matter of political control is to be anticipated under the new law, 
since the President is authorized to appoint the entire new Board of Gover- 
nors without restriction as to the political affiliations of the appointees. 
From a long-run standpoint, on the other hand, the prospect is less dis- 
couraging. The fact that only one member of the Board of Governors will 
retire every two years, coupled with the provision that a member may serve 
only one full term, will mean that not more than two new Board members 
may be appointed by a future President in any one term of office, while a 
member whose term is expiring may be expected to be free from political 

- influence since he cannot be reappointed. The elimination from the Board 
of the Secretary of the Treasury and the Comptroller of the Currency will also 
assist to place the Board in an independent position. 

The Banking act, by increasing the open-market and discount-control 
powers of the Board of Governors, has given that body a large influence 
for good or evil in the matter of credit contro]. To those who do not agree 
with the philosophy of credit control at present prevailing in Washington, - 
these increased powers can hardly appear as other than harmful. Never- 
theless, by centering responsibility for open-market and discount opera- 
tions, the Banking act has effected an improvement over the situation 

| prerie existing. The public will at least know where to place the blame — 
if the operations engaged in are ineffective or injurious. 

When viewed impartially, the Banking act of 1935 is worthy of approba- 
tion. It does not meet the requirements of a theoretically perfect banking 
law. It does not afford adequate safeguards against a possible credit infla- 
tion. It does not touch on certain banking reforms which are essential to 
the development of a sound and adequate banking system. Notwithstand- 
ing these imperfections, however, the law is still essentially constructive in 
that it is a far better piece of legislation than might have been anticipated in 
the circumstances. 

FREDERICK A. BRADFORD 

Lehigh University 


THE REVENUE ACT OF. 1935! 


President Roosevelt, in a special message to Congress on June 19, recommended 
heavier surtaxes on large individual incomes; inheritance and gift taxes, earmarked for 
national debt reduction, in addition to existing estate and gift taxes; graduated taxes on 
corporation incomes; taxes on intercorporate dividends; and the submission of a con- 
stitutional amendment authorizing the general taxation of income from federal, state and 
local government securities. The Revenue act of 1935, embodying the larger part of his 
proposals, was rushed through Congress with all possible speed in spite of opponents who 
dubbed this a political “soak-the-rich” or “share-the-wealth” program. Increased surtaxes 
on individuals, graduated taxes on corporation incomes, and taxes on intercorporate divi- 
dends were provided, though not on exactly the terms suggested by the President. 
But instead of adopting the suggested new inheritance and gift taxes, existing estate 
and gift taxes were raised; and no provision was made for the constitutional amendment 
to eliminate tax-exempt government issues. It is estimated that the new act will afford 
additional annual revenue of about $250,000,000 when in full operation. 


President Roosevelt surprised the country and apparently even his con- 
gressional and party leaders by a special tax message sent to Congress June 
19, 1935. In his budget message of January 7 he had said that he did not 
consider it advisable at that time to propose any new or additional taxes 
for the fiscal year 1936. Other party leaders also had expressed objection 
to increasing taxes for 1936. The ensuing months had shown larger re- 
ceipts and smaller expenditures than had been estimated so that the fiscal 
year 1935 was about to end with a smaller deficit than had been anticipated. 
Moreover, when the message came Administration leaders in both houses 
of Congress were pressing pending bills with a view to adjourning the 
long session and getting out of sweltering Washington as soon as possible. 
Obviously few of them welcomed the prolongation of the session that a 
major tax bill implied. Furthermore, the message aroused extraordinary 
opposition because it stressed taxation for other than revenue purposes, that 
is, for the distribution of wealth, for the extra taxation of corporations on 
the basis of size, and for the elimination of unnecessary holding companies. 


Presidents Message Summarized 


In the introductory part of his message the President said: ... “if a 
government is to be prudent its taxes must produce ample revenues without 
discouraging enterprise; and if it is to be just it must distribute the burderi 
of taxes equitably. . . . Our revenue laws have operated in many ways to 
the unfair advantage of the few and they have done little to prevent an 
unjust concentration of wealth and economic power.” He then commended 


* The bill was introduced into the House July 29; the conference report was approved 
by the House August 22 and by the Senate August 24; it was signed by the President 
August 30, 1935. 

The Revenue act of 1934 is discussed in the American Economic Review of Septem- 
ber, 1934; the Act of 1932, in the issue of December, 1932, and the issues in which each 
of the other recent federal revenue acts is treated are shown on page 428 of the Review 
of September, 1928. 
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the progressive income tax as the main tax for federal purposes and said 
that, despite the great importance of individual effort and ingenuity, wealth 
is the result of “mass coöperation.” 

He proposed inheritance taxes on beneficiaries in addition to existing 
federal taxes upon estates and also correlated gift taxes in addition to 
those now correlated with estate taxes, saying that “creative enterprise is 
not stimulated by vast inheritances.” He urged that the proceeds of such 
taxes be;segregated and applied to the reduction of the national debt. His 
second main proposal was for increasing graduated surtaxes “upon very 
great individual incomes,” pointing out that graduation now stops at 
$1,000,000. . 

His third proposal was that the flat corporation income tax of 1334 per 
cent be graduated according to amount of income, say, from 1034 per 
cent on small corporations to 1634 per cent on large ones. He suggested 
the prevention of evasion through affiliates by the taxation of intercorporate 
dividends, exempting bona fide investment trusts; and he recommended 
seeking later through taxation the simplification of corporate structures 
and the elimination of unnecessary holding companies. 

He renewed the recommendations of his predecessors for the submis- 
sion of a constitutional amendment which would permit federal, state, and 
local governments to tax incomes from the future issues of their securities. 
The President ended his message by expressing his gratitude to Congress 
because it was about to provide for renewal of the miscellaneous internal 
revenue taxes, which would otherwise expire June 30.? 


The Proposals before Congress 


The first suggestion of Administration leaders was that the President’s 
proposals should be attached as amendments to the miscellaneous internal 
revenue measure then before the Senate and rushed through speedily so 
that adjournment would not be delayed. Because of the constitutional pre- 
rogatives of the House of Representatives with respect to revenue matters, 
or because of protests against undue haste in considering a major tax bill, 
or because of unusual objections throughout the country to the kinds of 
taxes proposed, or for other reasons, this plan was abandoned and the ini- 
tiation of a new tax bill was undertaken by the Ways and Means Com- 
mittee of the House. 

Brief public hearings were held. As usual, this Committee invited the 


* These taxes yielding about $500,000,000 annually were renewed for two years by 
Public Resolution No. 36, 74th Congress, 1st Session, approved June 28, 1935. The 
tax on bank checks which expired December 31, 1934, was not renewed. The greater 
publicity of income tax returns authorized in the Act of 1934 was repealed April 19, 
1935, before being put into operation (Public No. 40, 74th Cong., H. R. 6359), but future 
returns may be inspected by duly authorized state and local officials for the purpose of 
administering state tax laws. 
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Secretary of the Treasury as the fiscal representative of the Administration 
to appear first and present the views and plans of the government. Al- 
though Secretary Morgenthau appeared, he had almost nothing ‘to say and 
practically nothing could be elicited from him regarding Treasury needs, — 
policies or plans. He was perfectly willing to codperate with the committee 
by attempting to furnish estimates of yields of any tax rates which the 
committee cared to consider but it certainly should not expect.him to submit 
new kinds of taxation. From the Treasury point of view he thought the 
primary purpose of the President's proposals was revenue, but he would 
venture no opinion as to what was in the mind of the President. The 
Secretary’s later appearance before the Senate Finance Committee was 
` similarly courteous, non-committal and fruitless. In both cases opposition 
committee members mildly twitted him and the Administration about the 
political purposes of the proposals and in both cases Administration sup- 
porters intervened when the thrusts threatened to become too embarrassing. 

As was to be expected, the House and the Senate committees got most of 
their technical data and guidance from the staffs of the Joint Committee 
on Internal Revenue Taxation and the Treasury Department.’ The Ad- 
ministration majorities ia the two committees framed their respective bills 
without much help from the minority, in fact, in the face of opposition 
from most of the minority members. This was especially true in the case 
of the Ways and Means Committee where the majority resorted to the old 
practice of excluding the minority from its meetings until the bill was 
framed. 

In form the Revenue act of 1935 is not a complete new independent 
measure comparable with the main revenue acts of the past; rather it is a 
series of amendments of previous acts, principally of the Acts of 1934 
and 1932, and has to be taken in connection with them. We shall now 
follow the principal actions on each of the important provisions of the 
revenue measure as it went through the two houses of Congress. These 
provisions may be divided into: (1) taxes on individuals, including chiefly 
income surtaxes, estate, inheritance and gift taxes; (2) taxes on corpora- 
tions, including graduated income, excess profits, capital stock, intercor- 
porate dividend and personal holding company penalty taxes; and (3) 
miscellaneous matters. 


Surtaxes on Individual Incomes 


In his message the President raised the question why graduation should 
stop at $1,000,000. If the rate for a man with a $6,000 income is double 
that for one with a $4,000 income why should the rates on incomes of 


*The most substantial data and comment appearing in the published hearings are 
those presented by Mr. Lovell H. Parker, chief of staff of the Joint Committee, and Mr. 
Robert H. Jackson, assistant general counsel of the Treasury Department. 


676 Roy G. Blakey and Gladys C. Blakey [December 


$1,000,000 and $5,000,000 be the same rather than graduated. Some took 
this to mean that the President recommended higher rates on only those 
incomes in excess of $1,000,000; others thought that his citations of 
amounts were merely illustrative. 

Mr. Robert H. Jackson, assistant general counsel, Treasury Department, 
presented to the Senate Finance Committee an extended statement and 
analysis based upon Treasury income tax statistics relative to the concentra- 
tion of wealth and income in the United States. In support of the argu- 
ment for higher surtaxes he said that large income receivers had many 
opportunities to reduce their taxes not practical for smaller taxpayers. In 
this connection he cited tax-exempt securities; loss allowances for. show 
farms, racing stables and hobbies; the privilege of postponing and even 


Tane 1.— ESTIMATE or ADDITIONAL REVENUE! 
(For a FULL YEAR or OPERATION) 


(In millions of dollars) 
Source da of 1935 House bill Senate bill 
Sürtar INCHERSES soci vs oi needle oT eraai $ 45 $ 4 
Graduated corporation tax.............00.. 37 60 
Capital-stöck C88 cicsis. vce aoe hee eine aren eS 55 
Excess-profits tax...... 2.0.00 cece eee nran 10 10 
Inheritance taxcciie jadi ei vine eae bes 0 
Estate tax increrse.. 0... ccc eects 80 
ile tax 0. cheese E E E EEEE 21 21 
Intercompany dividends..............-005. 20 39 
Totha arate theless aaa ee one aA $265 $269 
Corporation deduction for charitable gifts... 15 © 885 
Net total additional revenue............. $250 $254 





t 74th Congress, Ist Session, Congressional Record, p. 14864. Evidently there is a misprint 
in the Congressional Record, as the first column does not add up as shown. 
escaping tax on appreciation of assets by using forms of corporate reorgani- 
' zations; the inapplicability of the income tax to capital gains not “realized” 
prior to death; “shadow” sales of assets for tax purposes; tax-evading trusts, 
etc. The Treasury statistics and administrative experience afford a revela- 
tion to those not familiar with them. 

Under the Revenue act of 1934 surtax rates begin at 4 per cent upon the 
bracket of taxable net income falling between $4,000 and $6,000 and rise 
to a maximum of 59 per cent upon amounts in excess of $1,000,000. Under 
the Act of 1935 no change is made in these rates on amounts below 
$50,000, the former rate of 30 per cent upon the first bracket above 
$50,000 is changed to 31 per cent, and the rates upon all larger incomes 


*74th Congress, 1st Session, Hearings before the Finance Committee of the Senate on 
H. R. 8974, pp. 173-234 (August 6, 1935). 
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TABLE 2.—COMPARISON OF UNITED STATES AND BrIrrTIsSH INcomE TAXES UPON SPECIMEN 
Ner Incomes—-Marriep Men, No DEPENDENTS, ALL EARNED INCOME! 


Normal and surtax combined 








4 Taxable net income Ünit Sial o 
Act of 1935 Act of 1934 Great Britain 

$ 1,000 $ 0 $ 0 $ 0 

; 2,000 0 0 67 
5,000 80 80 607 

25,000 2,489 2,489 6,679 

100,000 32,469 30,594 45,279 

1,000,000 679,044 571,394 613,529 
20,000,000 15,638,969 12,541,304 12,726,029 


1 From 74th Congress, 1st Session, Senate Report 1240. 
? are increased until a maximum of 75 per cent is reached upon those in 
excess of $10,000,000. The 1934 normal tax rate of 4 per cent is not 
changed. | 
The Senate Finance Committee favored confining the increases to in- 
comes above $1,000,000, though at one time it redrafted the bill to in- 
clude Senator La Follette’s amendments to reduce personal exemptions by 
20 per cent and to increase surtaxes all the way up beginning on incomes 
in excess of $3,000. These and other amendments were very short lived, 


TABLE 3.—NuMmsBeEr or InprvipvaL Returns (Ner Incomes or over $50,000)! 


Calendar year 
Net income class 
1929 1930 

$50,000 to $100,000.............. 24,073 13,645 
$100,000 to $150,000............. 6,376 3,111 
$150,000 to $300,000............ 2,071 
$300,000 to $500,000............ 552 
$500,000 to $1,000,000........... 318 
$1,000,000 to $2,000,000.......... 110 
$2,000,000 to $5,000,000.......... 32 
Over $5,000,000. unn 02.0.0 0 ee 


Total number of returns (with 
over $50,000 of netincomeeach).| 21,531 





174th Congress, lst Session, House of Representatives, Report No. 1681 (to accompany 
H. R. 8974, Ways and Means Committee Report). 


however. In the end, Congress accepted the surtaxes of the House bill 

which will yield more revenue than would those of the Senate measure but 

* much less than what the La Follette amendments would have yielded. 
(See Tables 1-3.) 

Our higher surtax rates now exceed those of the British but our normal 
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tax rate does not compare with theirs of 2214 per cent. Consequently, on 
small and medium sized incomes the normal and surtaxes combined are ~ 
much higher in Great Britain than in the United States. As incomes ap- 
proach $1,000,000, however, our federal taxes catch up with and pass those 
of the British, but it should not be overlooked that we have, as the British 
have not, income taxes levied by states in addition to those levied by the 
national government. Other factors to be considered are mentioned below. 

Most of the controversy over surtax rates as well as over most provisions 
of the entire measure related to the short and long run effects upon re- 
covery and upon enterprise in general. Criticism focused on the avowed use 
of taxation for social purposes, particularly for the distribution of wealth 
rather than mainly for revenue purposes. The views presented at the hear- 
ings and on the floors of the two houses, as well as in the press and in the 
country at large are, of course, more or less irreconcilable and shot through 
with political bias. In this case the charges of party politics against the 
President were especially voluminous and vehement on the part of the mi- 
nority members of the Senate and House committees, as well as on the part 
of many others of various parties and interests throughout the United 
States.’ 


Inheritance, Estate and Gift Taxes 


The President recommended new federal inheritance taxes and corre- 
lated gift taxes to prevent evasion of inheritance taxes, both in addition to 
the existing estate taxes and correlated gift taxes. He did not, however, 
recommend changes in the federal estate taxes. He stressed the inconsistency 
of great inheritances with American ideals. He quoted from President 
Theodore Roosevelt's message of 1907 as follows: 

A heavy progressive tax upon a very large fortune is in no way such a tax 
- upon thrift or industry as a like tax would be on a small fortune. No advantage 
comes either to the country as a whole or to the individuals inheriting the money 
by permitting the transmission in their entirety of the enormous fortunes which 
would be affected by such a tax; and as an incident to its function of revenue 
raising, such a tax would help to preserve a measurable equality of opportunity 
for the people of the generations growing to manhood. 


President F. D. Roosevelt himself added: 


A tax upon inherited economic power is a tax pia static wealth, not upon 
that dynamic wealth which makes for the healthy diffusion of economic good. 

Those who argue for the benefits secured to society by great fortunes invested 
in great businesses should note that such a tax does not aftect the essential bene- 
fits that remain after the death of the creator of such a business. The mechanism 
of production that he created remains. The benefits of corporate organization 
remain. The advantage of pooling many investments in one enterprise remains. 
Governmental privileges such as patents remain. All that is gone is the initiative, 
energy, and genius of the creator—and death has taken these away. 


*See summary of objections below under “comments and conclusions.” 
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The House bill provided for inheritance taxes ranging from 4 to 75 per 
cent, also for correlated gift taxes to be superimposed upon existing estate 
and gift taxes. The Senate, however, eliminated these new taxes and in- 
creased existing estate and correlated gift taxes instead. The Senate rates 
began at 2 per cent upon taxable “net estates” under $10,000 (1934 law, 
1 per cent) and rose to a maximum of 70 per cent upon estates in excess 
of $50,000,000. The maximum under the 1934 law was 60 per cent upon 
estates in excess of $10,000,000. The failure of the Senate to follow the 
proposals of the President and the House was principally because of the 
great administrative difficulties involved. The Conference Committee and 
finally Congress approved the Senate position on these taxes rather than 
that of the House. (See Table 4.) The exemption permitted to arrive at 


TABLE 4.— COMPARISON OF ESTATE TAXES! 















Net estate (before a 
exemption) aiala Ta 
S40 000; naan enaiga aea ||| Shaedddesos(. aR 1,600 
$50,000. ... aoaaa $ 200 J aaa ooann 2,000 
$60,000. ..... enoaan 3,000 
$70,000 6 ees teks hee 4,200 
$100,000............... 8,000 
$150,000 icali aie 15,000 
$200,000............... 24,000 
$300,000... aaan, 48 ,000 
$400,000............... 72,000 
$500,000... .........00, 95,000 
$600,000... aanas 120,000 
$800,000............... 192 ,000 
$1,000,000.............. 240 , 000 
$2,000,000. ...........,. 600 , 000 
$5,000,000..........00., 1,900,000 
$10,000,000............. 4,500,000 
$50,000,000............. 42,970,750 25,000,000 
$100,000,000............ 67 , 334, 600 87,970,750 50,000,000 
Specific exemption, Act of 1934. .......0.0.00 0.02 ccc cee ee ere ere $50,000 
Specific exemption, Act of 1935... 0.0.00. ce es Soares 40,000 
Proposed specific exemption (House bill). 2... 002. 50,000 


174th Congress, 1st Session, Report of the Senate Committee on Finance, No. 1240. 

2 Computed on basig that entire estate passes to a son of the decedent. Thisis the maximum 
combined tax under House bill. Average tax will be much less where there is more than one 
beneficiary. 
taxable “net estate” was reduced from $50,000 to $40,000. Provision was 
made to allow for some revaluation in case of shrinkage in values between 
the death of decedent and one year thereafter. The 80 per cent credit for 
state death taxes was not changed. Table 5 classifies the estate tax returns . 
filed in 1932. 
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TABLE 5.—FereperaL Estare Tax Rerourns Firep rN 1932! 












Value of 














Net estate classes? gross estate® Per cent 
(000 omitted) 

Nontaxable................. $ 184,000 7.7 
Under $100,000............. 442,000 18.4 
$100,000-$400,000........... 564, 000 23.5 
$400,000-$1,000,000......... 429,000 17.8 
$1,000,000-$5,000,000........ 507 ,000 21.0 
$5 ,000,000-$10,000,000....... 168 ,000 7.0 
$10,000,000 and over......... 110,000 4.6 

Total oraraa en ier wr sas $2 , 404, 000 100.0 





174th Congress, 1st Session, Hearings before the Committee on Finance of the Senate on 
H. R. 8974, p. 177. 

2 After allowable deductions and a specific exemption of $100,000 for each estate. 

3 Gross estate value as reported less indebtedness against the estates. 


The gift taxes are three-fourths of the estate taxes. Under the Act of 
1934 they begin at 34 of 1 per cent upon amounts not in excess of $10,000 
and are graduated up to 45 per cent on amounts in excess of $10,000,000; 
under the Act of 1935, they begin at 114 per cent upon amounts not in 
excess of $10,000 and are stepped up to 521⁄ per cent upon amounts over 
$50,000,000. 

Mr. Robert H. Jackson of the Treasury Department said, “Examination 
of the data as to the composition of estates filed under the federal estate 
Jaw during the calendar years 1932 and 1933 indicates that the difficulty 
of liquidation may be exaggerated.” His supporting table follows: 


TABLE 6.~~GROSS PROPERTY OF ESTATES AS REPORTED UNDER THE FEDERAL 


Estate Tax Law! 











1932 1933 
Amount Per cent Amount Per cent 
Real estate. co vk teat Loans eoawee: $ 433,374,000 | 15.5 |$ 385,831,000 | 19.1 
DOCU MCR AT ereas 1,548,414,000 | 55.4 [1,075,178,000 | 53.0 
Mortgages, notes, cash, insurance, etc...| 476,460,000; 17.0 457,271,000 | 22.5 
Miscellaneous..........000-c0ceeeee 337,571,000 | 12.1 108 , 651,000 5.4 
Totaka ora eTA 2,795,819,000 | 100.0 |2,026,931,000 | 100.0. 


1 74th Congress, Ist Session, Hearings before the Committee on Finance of the Senate on 
H. R. 8974, p. 197. 


Graduated Income Tax on Corporations 


Graduating the corporate income tax occasioned the severest contest of 
any of the President’s proposals. It meant establishing a precedent in fed- 
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eral legislation, though a few states already have such a tax. The Presi- 
dent argued for it mainly on the ground of the great advantages the larger 
corporations secure from interstate business and from the services of the 


TABLE 7.~-EARNINOS OF CORPORATIONS IN THE Untrep Srartes! 1931, CLASSIFIED BY SIZE 


(Source: Recent Corporate Profits in the United States, by Solomon Fabricant, Bull. No. 50, 
National Bureau of Economic Research, Apr. 18, 1934.)? 


Aggregate net 


Aggregate net 
Size (total net assets in Satis profits after tax hares Mean 
thousands of dollars) corporations (in millions of stock equity 
dollars) (per cent) 
Under 0 arcacaet at dean —415 —21.7 
D0 (0.100: 3.45 at oak a ducer hac —218 —9 1 
100 to 200 eeno i —353 —6.5 
230 (0000 oie eetislccewes — 268 —4.6 
500 to 1,000 4 nuanua —271 —3.9 
1,000 to 5,000...........0. —591 225 
5,000 to 10,000. . 2.2.0.0... — 166 —1.8 
10,000 to $0,000. .......... —104 om 5 
50,000 and over........... 1,507 +-2.2 





1 Excluding corporations not reporting balance sheets. 
274th Congress 1st Session, Hearings before the Committee on Finance of the Senate, 
p. 212, 


TABLE 8,--ALL CORPORATIONS FILING BALANCE SHEETS WITH RETURNS IN 1932, DISTRIBUTED 
BY Amount OF TOTAL Assets! 










Number of returns Total assets (millions of dollars) 
Assets class 
(thousands of dollars)! Number in 


class 



















Amount | Percent 
cumulated \cumutlated 


Amount in 
class 


Number | Per cent 
cumulated | cumulated 



























Astana 206,477 









392,021 | 100.0 3,870 | 280,083 | 100.0 

OEN 58,320 | 185,544] 47.3 4,153 | 276,213 | 98.6 
TEE 59,500 | 127,224] 32.4 9,414 | 272,060 | 97.1 
SA 28,422 | 67,724 17.3 9,988 | 262,646] 93.8 
SS 17,590 | 39,302 10.0 12,289 | 252,658 | 90.2 
SIRRO 16,705 | 21,712 5.5 34,432 | 240,369] 85.8 
sea 2,442 5,007 1.3 16,857 | 205,937 | 73.5 
ae 1,947 2,565 7 39,839 | 189,080 | 67.5 

etc 618 618 2 | 149,241} 149,211} 53.3 


poe Congress, 1st Session, Hearings before the Committee on Finance of the Senate, 
p. 213. 
federal government, the tendency of size to beget monopoly, and the de- 
sirability of encouraging small enterprises lest our “competitive economic 
society cease.” 

Among the data submitted by the Treasury in support of the President’s 
proposals are those in Tables 7 and 8.° 


*74th Congress, ist Session, Hearings before the Committee on Finance of the Senate 
on H. R. 8974, pp. 209-234. 
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These figures reveal a great concentration of corporate assets and income 
and, according to Mr. Jackson of the Treasury, indicate the much greater 
than proportionate ability of larger corporations to pay income taxes. 
Among the many advantages of the larger corporations justifying higher 
taxes he cited the following more obvious ones: 


(1) As buyers of commodities and services, the large volume of their pur- 
chases gives the larger corporations a bargaining power that often results in 
price concessions which smaller concerns do not share. 

(2) Through widely distributed branch plants and warehouses they are able 
to effect important savings in transportation costs and to sell in a nation-wide 
market. 

(3) Their large resources enable them to ay up important patents, often to 


pool these patents with those obtained by other large enterprises, and to carry on 


research programs, the fruits of which, while of public as well as private benefit, 
accentuate their competitive advantages over their smaller rivals. 

(4) In many cases large concerns have become of such dominating size that 
they are able to control the markets for their products, enabling them to main- 
tain prices that protect their profit margins. 

(3) Large corporations possess distinct advantages over their smaller com- 
petitors in the facility and cost of financing, for they are able to tap the large 
reservoirs of capital that are made available through the organized financial 
markets,” 


To show the effect of illustrative graduated rates upon certain selected 
corporations Mr. Jackson presented the data in Table 9. 


Tasie 9.—Errecr or GRADUATED Corporation Income Tax UPON EARNINGS APPLICABLE 
TO Common Srocx ror SELECTED INDUSTRIAL CORPORATIONS! 





1930 reported | 1930 earnings |1930 earnings 













Decline due to graduated tax 














, earnings adjusted | adjusted for 
Corporation per share, | for1934 | graduated 
sommo PI Amount Per cent 

Corporation A..... $9.12 $0.41 4.6 
Corporation B..... 1.65 03 1.8 
Corporation C..... 8.08 .37 4.7 
Corporation D..... 3.12 .06 1.9 
Corporation E..... 4.46 .11 2.5 


1 Based upon rates shown in Table 10. 


Sources: Moody's Industrials for number of common shares and published earnings per share; 


Bureau of Internal Revenue for corporation income tax liability; 74th Congress, 1st Session, 
Hearings before the Committee on Finance of the Senate, p. 220. 


The House was not very friendly to the graduation of corporate income 
taxes, preferring the excess profits tax principle. It did, however, provide 
for a rate of 1314 per cent upon the first $15,000:of net income and 1444 
per cent upon the remainder. This would have decreased the existing tax 


"74th Congress, ist Session, Hearings before the Finance Committee of the Senate 
on H. R. 8974, p. 217. 
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TABLE 10.—-GRADUATED Tax on Corporation INCOME— ESTIMATED INCREASE IN REVENUE 
$102.2 MrLurons! 


Percentage of tax 





income bracket Rate Total taxt to total taxable 
(in thousands of dollars) (per cent) (in dollars) income? 

10 200 10 

1334 1,955 13.03 
14 5,455 13.64 
15 14,455 14.46 
16 46,455 15.49 
17 165,455 16.55 





1 Data presented by the Treasury for illustrative purposes; 74th Congress, Íst Session, 
Hearings before the Committee on Finance of the Senate, p. 209. 
* Computed on upper limit of brackets. 


slightly upon corporate incomes under $30,000 and increased it slightly 
upon corporations having larger incomes. 

The Senate Finance Committee proposed a schedule of four rates begin- 
ning at 1214 per cent on the portion of net income not in excess of $15,000 
and rising to 1544 per cent on the portion in excess of $100,000. This 
would not have increased existing income taxes on corporations with in- 
comes of $50,000 or less. The rates enacted into law were as follows: 


Graduated Taxes on Corporation Income 
1214 per cent upon net incomes not in excess of $2,000 
ici ae i "of $2,000-—$15,000 
14“ "#145 Q99—$40,000 
15 te =~ i ” in excess of $40,000 


In the depression year, 1932, only 3,730 corporations, or about 414 
per cent of the 82,646 paying income tax, had net incomes over $50,000; 
in the boom year 1929, only 8,044, or less than 414 per cent of the 186,591 
paying income tax, had net incomes over $50,000. 

The Senate proposed, and the law as enacted provided for, the exemption 
of income donated by corporations for specified charitable purposes up 
to 5 per cent of the annual income. This was strenuously urged by the 
directors of charitable organizations and just as strenuously opposed by the 
Administration. By opponents, such contributions were considered as ad- 
vertising expenditures. 


Tax on Intercorporate Dividends 


The tax on intercorporate dividends was recommended by the President 
as a means of preventing the evasion of the graduated tax upon incomes. 
If large corporations were split up to reduce the graduated tax, they would 
be reached by the tax on intercorporate dividends. The Treasury estimated, 
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on the basis of the illustrative graduated corporate income taxes shown in 
Table 10, that the tax on intercorporate dividends would vary from 114 
per cent to 25% per cent, if the tax applied to 15 per cent of such dividends, 
as was proposed by the Senate Finance Committee. In the case of pyramided 
complex holding companies, such taxes might amount to 8 or 10 per cent. 
In the case of one large public utility holding company with many sub- 
sidiaries, which the Treasury took for illustrative purposes, it was estimated 
that this tax would have amounted to 12 cents per share in 1930; in the 
case of a certain large industrial company with many subsidiaries, 5 cents 
a share in the same year. 

Mr. Jackson stressed the secondary effects of such taxes on dividends in 
discouraging undesirable practices of holding companies: 


The tax problems arising out of systems of holding companies, subholding 
‘companies, operating companies, and mixed companies, are very serious. For 
example, one such system as of December 31, 1933, contained approximately 
270 companies of which 128 were public utility operating companies located in 
several and widely separated states, and at least 31 of which would be classed 
as subholding companies. The corporation filed consolidated returns showing 
no tax due in any of the years 1929 through 1933. The system was not so modest 
about its profits in its reports to stockholders, and the Bureau began the task 
of audit. The auditing to date has required the services of 108 field agents for 
an aggregate period of 11,488 days, the services of 16 auditors for a period of 
2,640 days, as well as the services of the supervising staff. The task is not yet 
nearing satisfactory completion. The investigation is complicated by the great 
volume of security transactions among the different companies of the group. In 
some instances securities were transferred through as many as 10 intermediary 
ea ara on the way from starting point to destination. A dollar of earnings 
would likewise run through several companies before reaching a resting place. 

Some of these holding companies have imposed charges upon underlying 
operating utilities for the income-tax liability which the operating companies 
would have paid if they had filed a separate return. Then by eliminating the 
on through the consolidated return, no tax was paid to the government. The 

olding company had collected the tax and kept it for itself. One company col- 
lected from its subsidiaries between 1926 and 1929 in excess of one and one- 
half million dollars on this basis. This particular device is probably now de- 
feated by withdrawing the privilege of filing consolidated returns. 

Elimination of consolidated income-tax returns does not eliminate the neces- 
sity for auditing these gigantic systems, nor does it make the problem less diffi- 
cult, Managements that are so disposed still find it possible to shift security tran- 
sactions from one company to another for the purpose of allocating losses or 
profits so as to avoid taxes, and can still control and divert earnings from one to 
another unit in the form of service charges, E tax consultant, and 
management fees, and by various other changes can so reduce taxable income of 
some units and increase net income of others that they can accomplish many of 
the results of consolidated returns. 

It is almost impossible, with systems of this magnitude and complexity, to 
determine the tax status of many companies. And, after an audit is made, the 
situation is easily and rapidly changed, to avoid its results. 

In 1929, a certain corporation recorded on its books a capital gain in security 
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transactions of $18,000,000 which was eliminated through a consolidated return. 
The Bureau found, however, that there was no lawful basis for the consolidated 
return, and the resulting tax was about $2,000,000. However, it was then dis- 
covered that a letter, written in 1933, purported to confirm what was claimed to 
have been an oral agreement made in 1929, although it had for years been left 
unwritten, By its terms the two companies declared their transactions to be con- 
tinuing and not to be finally fixed and determined until all taxes were finally paid. 
The abject of the device was clear) to prevent the closing of the transactions 
in 1929 and to throw the profit in whatever year was found to be convenient. 


The House did not follow the suggestion of the President with reference 
to a tax on intercorporate dividends, though it favored consideration of the 
proposition on its merits at a later date in connection with “discouraging 
chains of holding companies.” The Senate proposed that such a tax should 
apply to 15 per cent of such dividends; the law as enacted applies it to 
10 per cent of them. The exemption of investment trusts, as recommended 
by the President, was not provided for. 


Excess Profits and Capital Stock Taxes 


As mentioned above the House of Representatives, at least, its Com- 
mittee on Ways and Means, preferred the excess profits tax principle to 
that of a graduated corporation income tax which has no regard for the 
rate of profit. There was already in effect an excess profits tax of 5 per cent 
upon net income in excess of 1214 per cent of declared capital and there 
was also a capital stock tax of $1 per $1,000 of capital (1/10 of 1 per 
cent). 

Capital stock taxes bring in relatively stable revenues regardless of profits 
but are rather onerous in times of severe depression. Excess profits taxes 
yield extremely fluctuating revenues but they are more in accord with 
ability to pay. Our war and excess profits taxes, with their high rates upon 
large profits, yielded immense sums at the height of the emergency; but 
the complexities of determining invested capital under such high rates were 
too great for the ingenuity of our Treasury officials and the peace-time 
patriotism of taxpayers. So this tax was repealed in 1921. Under the 
National Industrial Recovery act and recent revenue acts a rather clever tax 
combination to produce modest revenues was devised by allowing cor- 
porations to name whatever capital stock figures they chose. Thus the gov- 
ernment could avoid the expense and litigation of Treasury determinations. 
The law required that the capital figure chosen should continue for future 
years except for proper adjustments for actual additions or decreases of 
capital. The higher the corporation set its capital stock figure the larger 
its capital stock tax, but the smaller its excess profits tax. During a depres- 
sion when profits were very low or non-existent there would be induce- 
ment for a corporation to set the capital figure low but, if this were done 


*Senate Finance Committee Hearings, pp. 223-224. 
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with no regard to the future, prosperous years might bring heavy excess 
profits taxes. 

Under the Revenue act of 1934 corporations were favored by being given 
a second opportunity to choose any capital stock figures they wished; and 
one question raised while preparing the recent measure was whether they 
should be given a third opportunity of the same kind. This was finally 
agreed to, though this and previous laws have said, “which declaration of 
value cannot be amended” except for subsequent changes in actual capital. 

Mr. Jackson of the Treasury argued for the graduated tax on corporate 
net income instead of the excess profits tax, largely on the ground of more 
stable revenue yields. 

The House proposed no change in the capital stock tax but a rather 
elaborate increased excess profits tax. Under this tax, it would have 
exempted the first 8 per cent of net income, but would have applied a 5 
per cent tax upon income between 8 and 12 per cent of declared capital, 
a 10 per cent tax on income of 12-16 per cent; a 15 per cent tax on income 
of 16-25 per cent; and a 20 per cent tax on the excess above 25 per cent. 

The Senate proposed to increase the capital stock tax to $1.50 per 
$1,000 of capital; to exempt 10 per cent of net income from the excess 
profits tax; to apply a 6 per cent tax to net income of 10-15 per cent of 
decldred value, and a tax of 12 per cent on met income in excess of 15 
per cent. 

The law as enacted was a compromise: $1.40 per $1,000 of capital stock 
and the corporate excess tax rates as proposed by the Senate. 


i 


Personal Holding Company Tax 


The new law contains the proposal of the Senate Finance Committee to 
extend both lower and upper rates and brackets of the penalty tax upon 
personal holding companies availed of presumably to avoid income sur- 
taxes. The tax rates on undistributed adjusted net income of such com- 
panies now begin at 20 per cent upon amounts not in excess of $2,000 
and rise to 60 per cent upon amounts in excess of $1,000,000. 


Constitutional Amendment to Eliminate Tax-Exem pt 
Government Securities 


The President’s recommendation for a constitutional amendment which 
would permit federal, state and local governments to tax the income from 
each other's securities did not get very far, though the Senate did adopt 
by a vote of 39 to 40 an amendment of Senator Borah providing for a 
statutory removal of the tax-exempt privilege from all future federal gov- 
ernment issues. The truth is that the states and local units are unwilling 
for the federal government to tax their issues and the federal government 
is unwilling to exempt its securities if it cannot tax those of states and local 
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units of government. Moreover, no national or local administration is 
anxious to have this exemption removed from its own issues in the face of 
large borrowings in the near future. Many who rail against tax exempts 
seem to forget that they have already eaten their cake in the form of lower 
taxes to pay lower interest rates which they have enjoyed. On the whole, it 
would probably be better to eliminate future tax exempts, but the case is 
not proved and much of the discussion about this subject is not well in- 
formed. 
Effective Dates 


Except as otherwise provided the Act of 1935 became effective upon 
approval August 30, 1935. The graduated income taxes on corporations, 
the new surtax rates on individuals and the taxes on personal holding com- 
panies apply to the taxable years beginning after December 31, 1935. The 
capital stock and excess profits taxes apply to the taxable year ending June 
30, 1936, the gift tax to 1936 and subsequent years. 


Summary of Objections 


It may be well to give a summary of the most common objections to the 
bill; the arguments for it have been summarized more fully above. Various 
Democrats as well as members of the opposition party joined in the attack. 
The statement in the minority report of the Senate Finance Committee is 
typical. 

Before attempting a detailed discussion of our position, we summarize our 
objections as follows: 


(1) The bill is not a revenue measure for the following reasons: 

(a) The only argument advanced in support of the bill is that “the 
President wants it.” 

(b) The bill is avowedly based solely upon “‘share-the-wealth” and “social 
control” fantasies; and the raising of revenues, if any revenue will be 
raised, is admittedly incidental. 

(c) The enactment of the bill is directly contrary to the President’s recom- 
mendations in his annual budget; and no budget estimates have been 
submitted upon which a revenue measure may appropriately be based. 

(d) There is a demand for speed—yet no revenues can conceivably re- 
sult during the calendar year 1935; only in insignificant amounts, 
under the most optimistic estimates, during the fiscal year 1936; in- 
consequential revenues (accepting the estimates as accurate) will be 
produced in the fiscal year 1937; and the proposed taxes can become 
wholly effective, from a revenue point of view, only in the fiscal 

. year 1938. 
(2) The proposed bill violates every sound pecs of taxation. 
(3) The majority party, both in the House of Representatives and as repre- 
sented on this committee, evidence an utter disregard for obvious inequities and 
patent absurdities, .. . 


We believe that the following title would more adequately and accurately 
describe the measure: 
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“A bill to confiscate property; to discourage business and prevent its expan- 
sion; to destroy incentive and discriminate against ability, brain, ambition, and 
enterprise; to create greater inequalities in the inequitable distribution of exist- 
ing tax burdens; to promote unemployment and to obstruct recovery ; to jeopardize 
the financial position of the government; and for other improper purposes.” 

The opposition availed little, however, in the face of the Administration’s 
command of the situation. 


Comments and Conclusions 

Limitations of space prevent the presentation of much valuable data that 
would illuminate greatly several of the important controversial issues of 
this revenue measure. Among the many points made by others than officials 
it seems worth while to mention, however, a few which were called to the 
attention of the Senate Finance Committee by Professor Fred R. Fairchild 
of Yale University, representing the Chamber of Commerce of the United 
States, 

It is seldom that British taxes have been compared so frequently with 
American taxes and proposed taxes. Many, however, overlook important 
differences that are seldom cited. The British have not state income and 
death taxes in addition to national taxes of these types, they have not the 
same overlapping of normal income and surtaxes upon dividends, they do 
not tax capital gains or deduct capital losses, they have not the capital stock 
tax or the gift tax, nor have they a property tax that approaches ours in 
severity. When asked what he thought of our following the British practice 
with respect to capital gains and losses, Mr. Robert Jackson replied with 
ironic humor that we do follow half way, we tax the gains but do not per- 
mit deduction of losses. 

It was also pointed out by Professor Fairchild that high federal taxes 
make it difficult for states and local units to raise funds to meet their ex- 
penses and make necessary federal aid with all of the evils connected there- 
with; that high corporation taxes lessen dividends and ultimately individual 
tax contributions to the government; that business conditions determine 
revenue yields much more than do tax rates; and that the new taxes are 
passing out of the field of income into that of capital taxation with all that 
this involves. | . 

In the framing of the new tax law the more responsible congressional 
leaders, particularly those in the revenue committees, appeared unusually 
anxious to carry out the wishes of the President. They seldom presented 
arguments or expressed opinions or made defenses but asked if this or that 
proposal squared with the President’s suggestions. Apparently everything 
was done to press the measure through with the greatest possible speed. 

Most of the main proposals of the President were enacted into law, 
though there were several exceptions on matters of more or less significance. 
For example, the graduation of the corporation income tax was less exten- 
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sive than he suggested and the excess profits tax which he did not mention 
was increased and graduated as a partial substitute; limited corporation 
gifts to charity were exempted; the requested inheritance and gift taxes 
were not provided for but the existing estate tax and the gift tax correlated 
with it were increased; there was no earmarking of death taxes for national 
debt reduction; the taxation of 10 per cent of intercorporate dividends was 
voted but investment trusts were not exempted; the graduation of surtaxes 
upon individual incomes was extended to lower amounts than suggested in 
the President’s message but this can hardly be cited positively as an exception 
because his figures may have been illustrative; the constitutional amend- 
ment to permit the general taxation of government securities got nowhere. 
But as noted above, this law appears to embody the chief proposals of the 
President’s message; it may or may not serve to achieve the political ends 
which his opponents allege that he had primarily in mind. The writers do 
not claim to be mind readers or political seers. 

The Revenue act of 1935 will prove to be very important if time shows 
that it marks a distinct turning point in the use of taxation for the decen- 
tralization of wealth and of business organizations, for “social” purposes 
as opposed to “fiscal” purposes. It seems more probable that it may check 
the acceleration of the movement rather than reverse it permanently. The 
use of taxes primarily for other than revenue purposes is not new to those 
who have long known protective tariffs and excises, processing taxes, bank- 
note taxes and numerous other similar measures. 

From the standpoint of immediate revenue, a bill that raises only enough 
to meet the government expenditure of a few days cannot be considered of 
overwhelming significance. Its opponents claim that it will tend to dry up 
the sources of revenue. It is possible that it may have this tendency in the 
long run—who really knows?——but just as it will be a poor producer of 
immediate revenue so will it likewise fail to distribute wealth very fast, in 
fact, only at the rate of a quarter of a billion dollars a year which is about 
one half of one per cent of the estimated annual income at the present time. 
How much it will check wealth production may be another matter. 

It seems, however, that such a measure is important enough to justify 
more deliberate and careful consideration than was given. The methods 
used to hurry it through lent much color to the very general and heated 
charges of undue political partisanship. But despite all of the attempts of 
business interests, of Secretary Roper’s Business Advisory Council, of par- 
tisan opponents and others to postpone or delay consideration, on the one 
hand, and despite the attempt of silverites, bonusites, and others to delay 
or kill by attaching their amendments, on the other hand, nevertheless, all 
serious Opposition appears to have been bought off with promises or bowled 
over by the huge Administration majority. 

There can be no denying that the President’s message was an attack upon 
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wealth; he and his loyal followers would say, not upon innocent wealth but 
upon concentrated, monopolistic, tax-evading, unsocial wealth, and par- 
ticularly upon that taken from the masses by the vicious, pyramided, con- 
scienceless holding companies. Nor can it be denied that the diverting of 
taxation from the primary purpose of raising revenue to other major pur- 
poses involves great hazards. That there are tremendous abuses that should 
be remedied can admit of no question, But how best eliminate the abuses 
and yet do a minimum of harm; how best promote ingenuity, enterprise, 
economy, social security and all the other desiderata becomes ever more 
difficult with the growing complexities of modern industrial society. In 
any case the deeper one digs into the facts and the more he learns of the 
actual difficulties of administering the various American taxes, the more he 
is impressed if not overwhelmed with the complications of the whole 
undertaking. 

But changes are noqieabie and governmental improvements must ac- 
company industrial changes if the economic and social organization is to 
function properly. Social organization and control usually lag behind; if 
they lag too much we get into the difficulties which we have been experienc- 
ing lately; on the other hand, if we have too rapid radical revolution, we risk 
more danger of destruction than by following a policy of liberal evolution. 
The recent revenue act is only one, and not necessarily the most radical or 
far-reaching, of a whole series of new measures which if maintained and 
extended will mark the greatest economic and social revolution in the his- 
tory of this country. Statesmanship requires that the Ship of State shall not 
be allowed to rot in a stagnant Sargasso Sea nor be rent asunder by ex- 
plosions of dynamite in its hold nor be dashed on the rocks by the tidal 
waves of radically revolutionary storms and earthquakes. Not too slow, not 
too fast, should be our motto. Can a democracy develop the political genius, 
the ability to codperate in mass, necessary to guide and control, rather than 
be overwhelmed by, the relentless and inevitable forces of technical and 
social evolution? Are we going in the right direction, and if so, are we going 
too slowly or too fast? The writers fear that our people as a whole are not 
as yet prepared to codperate sufficiently to advance at the speed which the 
President indicates that he desires; they hope their fears are unjustified. 

| Roy G. BLAKEY 
GLADYS C. BLAKEY 
University of Minnesota 
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MALTHUSIANISM IN LATE EIGHTEENTH 
CENTURY AMERICA 


Opinions tinctured with the Malthusian dictum, “population grows to the limits of 
subsistence,” were expressed by Benjamin Franklin and writers influenced by him as well as 
by Madison, Jefferson, Ellsworth, and Adams. Franklin utilized his population doctrine to 
refute the arguments of those who favored the restriction of manufacturing by the colonists 
or opposed granting the American colonists the right to migrate westward or into Canada. 
Franklin implied that in the long run population could neither be increased nor decreased by 
migration, that eventually population pressure would reduce wages and lead to the establish- 
ment and spread of manufacturing in the colonies. The American writers believed that 
population could double every 20 or 25 years under favorable conditions. While they de- 
veloped no law of diminishing returns, the American writers believed that poverty, etc., ac- 
companied population pressure. None specifically advocated moral restraint, however. Only 
Adams employed Malthusianism to attack radicalism. 


I 


In the period 1750-1800 American thinkers observed, as did European 
writers,’ that population proportions itself to subsistence. Benjamin Frank- 
lin built on Malthusian foundations a pro-colonist doctrine designed to 
appeal to mercantilist prejudices. John Adams replied in Malthusian terms 
to the agrarian radicals. Others were content to follow Franklin or to note 
the implications of population pressure. 

In 1751? Franklin developed effectively the major premise that popula- 
tion grows up to but cannot exceed the limits of subsistence. 


*See C. E. Stangeland, Pre-Malthusianism Doctrines of Population, New York, 1904; 
R. Gonnard, Histoire des Doctrines de la Population, Paris, 1923. In the seventeenth century, 
especially prior to 1660, those interested in the development of the American colonies 
frequently argued that, since England was ‘“‘overpopulated,"’ emigration to the colonies would 
ease population pressure and thus reduce crime, diminish unemployment, and lower taxes 
and the cost of poor relief. American observers, while aware that population pressure made 
life difficult in England, favored the increase of the population of the colonies on the ground 
that production, wealth, trade, prosperity, etc., in the colonies would be increased thereby. 
(See E. A, J. Johnson, American Economic Thought in the Seventeenth Century, London, 
1932, pp. 49-54, 108-10, 117, 140.) 

*See A. H. Smyth, The Writings of Benjamin Franklin, New York, 1907, vol. 3, pp. 
63-73. Franklin’s Observations were inspired by British restrictions on manufacturing by the 
colonists. The Observations were published in 1755 and later were reprinted in Burke's 
Annual Register, London, 1760, pp. 191-196. See footnote 17. 

In a letter to James Parker, dated March 20, 1750, and published in New York in 1751, 
Franklin anticipated his later views on population. For, having observed that the influx of 
Germans threatened to Germanize Pennsylvania and that “the Dutch under-live, and are 
thereby enabled to under-work and under-sell the English,’ Franklin contended that “equal 
numbers might have been spared from the British Islands without being missed, and on 
proper encouragement would have come over ... without lessening the number of people at 
home. I question, indeed, whether there be a man the less in Britain for the establishment of 
the colonies, An island can support but a certain number of people: When all employments 
are full, multitudes refrain from marriage, till they can see how to maintain a family. The 
number of Englishmen in England cannot by their present common increase be doubled in 
a thousand years; but if half of them were taken away and planted in America, where there 
is room for them to increase, and sufficient employment and subsistence, the number of 
Englishmen would be doubled in 100 years: for those left at home would multiply in that 
time so as to fill up the vacancy, and those here would at least keep pace with them.” See 
Smyth, op. cit., vol. 3, pp. 43-44. 
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For people increase in proportion to the number of marriages and that is 
greater in proportion to the ease and convenience of supporting a family. When 
families can be easily supported, more persons marry, and earlier in life. 


There is, in short, no bound to the prolific nature of plants or animals, but what 
is made by their crowding and interfering with each other’s means of subsistence. 
Was the face of the earth vacant of other plants, it might be gradually sowed 
and overspread with one kind only, as for instance, with fennel; and were it 
empty of other inhabitants, it might, in a few ages, be replenished from one 
nation only, as for instance, with Englishmen. 


In fine, a nation well regulated is like a polypus, take away a limb, its place 
is soon supplied; cut it in two, and each deficient part shall speedily grow out of 
the part remaining. Thus, if you have room and subsistence enough, as you may 
say, by dividing, make ten polypuses out of one, you may, of one, make ten 
nations, equally populous and powerful; or, rather, increase a nation tenfold in 
numbers and strength. 


Franklin reasoned on the basis of this premise that, although war, pesti- 
lence, urbanization‘ and luxurious tastes constitute obstacles to marriage, 
and/or natural increase, population growth is governed primarily by the 
determinants of the food supply. For among the checks to marriage and 
hence to the growth of a people he placed: 

(1) “the being conquered,” involving tribute, etc., to foreigners; (2) loss 
of territory; (3) loss of trade resulting in a decrease in employment; (4) 
loss of a food source (e.g., a fishery); (5) “bad government and insecure 
property,” heavy taxes, etc., which discourage industry and encourage emi- 
gration; (6) “the introduction of slaves” which makes for concentration of 
wealth and inculcates a dislike for industry among the master class.” Among 
the factors which foster marriage and population growth Franklin placed: 
(1) laws to promote trade, employment, invention, and food production, 
and to provide security of property; (2) laws to check the consumption of 
luxuries; (3) privileges to the married; (4) the inculcation of habits of 
industry and frugality and “industrious education.” His premise led him 
moreover, to anticipate F. A. Walker’s conclusion that immigration consti- 
tutes not an addition to but replacement of the domestic population. 

_ The importation of foreigners into a country, that has as many inhabitants as the 
present employments and provisions for subsistence will bear, will be in the end 


no increase of people, unless the newcomers have more industry and frugality 
than the native, and then they will provide more subsistence and increase in the 


Ibid., [2, 22, 23. Malthus cited [2 in the second and later editions of his Essay. See 
book 1, ch. 1. 

* In cities luxurious tastes are more widespread; many have to defer marriage because of 
the lack of adequate employment. “Hence cities do not, by natural generation, supply 
themselves with inhabitants; the deaths are more than the births.” Ibid., 93, 4. 

" Op. cit., (13. Franklin stated also that, since the white slave owners did not work, they 
“are enfeebled, and therefore not so generally prolific.” 

* Ibid., T14, 15, 16, 19, 20. 


1935 | Malthusianism in Eighteenth Century America 693 


country; but they will gradually eat the natives out. Nor is it necessary to bring 
in foreigners to fill up any occasional vacancy in a country; for such vacancy (if 
the laws are good) will soon be filled by natural generation.’ 


Franklin’s major premise underlies his recommendation that the im- 
portation of luxuries be prohibited and that their use be discouraged. For, 
while noting that the prevalence of luxurious tastes conduces to the defer- 
ment of marriage,® he emphasized, as did Cantillon and Mirabeau, that the 
use of resources for luxurious consumption diverts them from use for the 
creation of the subsistence whereon the support and growth of numbers 
depend. 


- Foreign luxuries, and needless manufactures, imported and used in a nation, 
do, by the same reasoning, increase the ae of the nation that furnishes them, 
and diminish the people of the nation that uses them. Laws, therefore, that pre- 
vent such importations, and’on the contrary, promote the exportation of manu- 
factures to be consumed in foreign countries, may be called (with respect to the 
people that make them) generative laws, as, by increasing subsistence, they 
encourage marriage. Such laws, likewise, strengthen a country doubly, by increas- 
ing its own people, and diminishing its neighbors.® 


He believed, however, that luxurious tastes would not spread in America 
and observed, in 1784, that “if the importation of foreign luxuries could 
ruin a people, we should probably have been ruined long ago.’’*° 

On the basis of his population theory Franklin argued that American 
colonial development would foster British industry and population growth; 
that, given an expansive colonial policy, Britain need not fear colonial man- 
ufacturing nor prohibit it; that it was to Britain’s interest not only to permit 
the colonists to migrate westward but also to acquire Canada from the 
French; that emigration from Britain to the colonies could not depeople 
the mother country. 

Noting that although the American population doubled every twenty 
years and that “it will require many ages to settle it fully,” ° Franklin rec- 


" Ibid., 21. 

" “The greater the common fashionable expense of any rank of people, the more cautious 
they are of marriage” (ibid. 18). This statement has led certain writers to suggest that 
Malthus derived his notion of “moral restraint” from Franklin. (For instance see Smyth, of. 
cit., vol. 1, p. 144; Lewis J. Carey, Franklins Economic Views, New York, 1928, p. 58; 
W. A. Wetzel, Benjamin Franklin as an Economist, Johns Hopkins University Studies in 
Historical and Political Science, vol. 13, 1895, p. 29.) It is improbable, however, that 
Malthus did derive his conception of moral restraint from Franklin. 

° Op. cit., J16. 

” See The Complete Works in Philosophy, Politics, and Morals of the Late Dr. Benjamin 
Franklin, London, 1806, vol. 3, p. 397; also Smyth, op. cit, 17-18. Franklin declared that 
the most frugal and industrious religious sect of a country would increase most rapidly by 
natural generation (Smyth, op. cit., [20). He admitted in 1784, however, that the desire for 
luxuries might constitute a “great spur to labour and industry.” (Memoirs of Benjamin 
Franklin, Philadelphia, 1840, vol. 1, p. 577.) 

= He estimated the number of marriages at 20 per 1,000 persons and the births per 
marriage at eight (Smyth, op. cit, 7). A. J. Lotka and Weld A. Rollins have practically 
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ommended that Britain obtain adequate land (“room enough”) from the 
French North American possessions, “since on the room depends so much 
the increase of her people”! and the growth of the colonial market for 
British manufactures. For America’s high rate of natural increase was attrib- 
utable to the earliness and the frequency of marriage made possible in 
turn by the cheapness and plenitude of land and the high wage level. More- 
over, given an abundance of land and high wages, the colonists could not 
economically establish manufactures and hence would continue in the ex- 
tractive industries. 


The danger therefore, of these colonies interfering with their mother country 
in trades, that depend on labor, manufactures, etc., is too remote to require the 
attention of Great Britain. 

But, in proportion to the increase of the colonies, a vast demand is growing 
for British manufactures; a glorious market, wholly in the power of Britain, in 
which foreigners cannot interfere, which will increase, in a short time, even 
sehen her power of supplying, though her whole trade should be to her 
co 


onies,25 


confirmed this estimate of Franklin. (See Journal of American Statistical Association, vol. 
22, 1927, pp. 154-170; Journal of Heredity, vol. 21, 1930, pp. 387-399.) Adam Seybert, 
M.D. (Statistical Annals of the United States of America, Philadelphia, 1818, pp. 49, 52) 
cited De Witt Clinton, Humboldt, and Blodgett to the effect that there were two births for 
each death; he quotes from Beaujour’s View of the United States that “no human considera- 
tion... operates as a hindrance to reproduction, and the children swarm on the rich land... 
as do insects.” Seybert declared that Malthus had overestimated the rate of increase in the 
United States. Seybert denied that the westward migration of the American population indi- 
cated overpopulation in the eastern states. As cause, he cited “the low price of the lands, 
in the new countries, and the facilities of the soil and climate” (of. cit., pp. 26-27, 46). 
For an English view of rapid growth of America see J. Bristed, America and Her Resources, 
London, 1818, p. 20. 

= Smyth, op. cit, (8. 

" Thid., [5, 6. | 

“Franklin was careful to show that free labor in England was cheaper than slave 
labor in America and that consequently the presence of slave labor would not enable 
America to compete with England in manufacturing. “The labour of slaves can never 
be so cheap here, as the labour of working men is in Britain.” Franklin said that Americans 
purchased slaves because hired men would not long remain with employers, preferring to set 
up independently. Ibid., 12. 

* Ibid., 9, 10. Franklin had little use for manufacturing apparently. He was so impressed 
by the deplorable conditions among the British workers that he wrote, “Ina the possession and 
enjoyment of the various comforts of life, compared to these people, every Indian is a 
gentleman.” Cited by Wetzel, of. cit., p. 37. In another place he defined “commerce” as 
“cheating” and recommended manufactures on the grounds that “by their means our traders 
may more easily cheat strangers” since it is more difficult to judge the original cost of 
manufactured than of raw goods, See Memoirs of Benjamin Franklin, Philadelphia, 1840, 
_ vol. 2, p. 429. Franklin's views on population were also expressed in a short paper designed 
to advise immigrants to America. See Complete Works, vol. 3, pp. 403, 406-407. 

George Tucker, who lectured upon political economy at the University of Virginia, was 
not as enthusiastic as Franklin concerning the future of Britain if Britain developed into an 
industrial state dependent upon America for a market. For if Britain were to supply manu- 
factures to a growing American market, the British population would grow "certainly to a 
number far beyond the ability of her own soil to support.” But eventually Americans would 
manufacture their own goods. Then Britain would lose her market and “feel in its full 
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ln a paper drawn up for the Albany Plan of Union (1754) Franklin 
advocated the establishment ‘of two settlements west of Pennsylvania and 
Virginia. Among the reasons for this proposal Franklin cited the fact that 
the country back of the Appalachians would become populous in view of 
its natural advantages; that if the French secured the territory they would 
have more room in which to become populous; that the French would 
cause the Indians to harass the present colonial frontiers and thus prevent 
the colonists from securing more land and subsistence and multiplying 
as a consequence; that “our people, being confined to the country between 
the sea and the mountains, cannot much more increase in number” since 
increase is contingent upon possessing access to room and subsistence.’ 

In the Canada Pamphlet (1760)*" Franklin contended that the acquisi- 
tion of Canada rather than of Guadalupe from France would greatly foster 
Britain's industrial and demographic growth and insure the colonists’ re- 
maining in the extractive industries. With Canada under British control 
and the colonists freed of the possibility of French attack, the colonists 
could uninterruptedly multiply and people both the area south of the Great 
Lakes and east of the Mississippi and that comprised by Canada and thus 
provide a growing market for British manufactures. Accordingly, since 
“people increase and multiply in proportion as the means and facility of 
gaining a livelihood increase” and since Britain, “if they could be employed, 
is capable of supporting ten times its present number of people,” it fol- 
lowed that “in proportion, therefore, as the demand increases for the man- 
ufactures of Britain, by the increase of the people in her colonies, the num- 
ber of people at home will increase; and with them, the strength as well as 
the wealth of the nation.’’* If, on the contrary, he implied, Canada were 


force ... excessive population” and “decline in opulence and strength.” See Essays on Vari- 
ous Subjects of Taste, Morals, and National Policy, Georgetown, 1822, pp. 4, 6, 22-23. 
Franklin himself had observed that England would be incapable of satisfying the growing 
American demand for manufactures (Smyth, op. cit., vol. 4, pp. 244-45). 

“The Complete Works of the Late Dr. Benjamin Franklin, London, 1806, vol. 3, 
pp. 41-43. See also James Parton, Life of Benjamin Franklin, New York, 1897, vol. 1, pp. 
435, 

" See Complete Works, pp. 89ff. Full title of the Canada Pamphlet is The Interest of 
Great Britain Considered with Regard to Her Colonies, and the Acquisition of Canada and 
Guadalupe. With this pamphlet Franklin bound his Observations, noted above. The Canada 
Pamphlet constituted a reply to William Burke who had roundly criticized a pamphlet by the 
Earl of Bath in which the latter argued in favor of a definite occupation of Canada. Burke 
contended that, were Canada acquired, an independence of Britain might be established in 
North America. Franklin’s pamphlet carried the day for, as B. Fay remarks (see Franklin, the 
Apostle of Modern Times, Boston, 1929, p. 288), “England was finally convinced by 
Franklin’s imperialistic arguments and prepared to annex Canada as though it were an islet 
in the Bois de Boulogne.” 

= Ibid., pp. 107-108. Franklin adds that even in “populous” places it is “hardly possible 
to establish [manufactures] to the prejudices of the places already in possession of them.” 
See p. 121. Franklin noted that the density-of population in a country depended upon its 
cultural stage; that numbers were least dense in a hunting economy, .more so in an agricul- 
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not acquired and the colonists were “confined within the mountains,” their 
population would become as dense as that of Britain, land values would 
rise, wages would fall, extractive employment would prove inadequate, 
and the colonists would establish manufactures rivaling those of Britain 
and freeing the colonists of dependence on Britain. 


A people, spread through the whole tract of country on this side the re 
and secured by Canada in our hands, would probably for some centuries find 
employment in agriculture, and thereby free us at home effectually from our 
fears of American manufactures. Unprejudiced men well know that all the penal 
and prohibitory laws that ever were thought on will not be sufficient to prevent 
manufactures in a country whose inhabitants surpass the number that can subsist 
by the husbandry of it. That this will be the case in America soon, if our people 
remain confined within the mountains, and almost as soon should it be unsafe 
for them to live beyond, though the country be ceded te us, no man acquainted 
with political and commercial history can doubt. Manufactures are founded in 
foe it is the multitude of poor without land in a country, and who must work 

or others at low wages or starve, that enables undertakers to carry on a manufac- 
ture, and afford it cheap enough to prevent the importation of the same kind from 
abroad, and to bear the expense of its own exportation. But no man, who can 
have a piece of land of his own, sufficient by his labour to subsist his family in 
plenty, 1s poor enough to be a manufacturer, and work for a master. Hence, while 
there is land enough in America for our people, there can never be manufactures 
of any amount or value. ‘ 


The extended population, therefore, that is most advantageous to Great Britain, 
will be best effected, because only effectually secured, by our possession of 
Canada,?° 


tural economy, and at a maximum density in a manufacturing economy. See jbid., p. 108; 
also Observations, 95. 

Franklin later, in the Journal d'Economie Publique, contradicted the above doctrine that 
manufacturing is possible only where the poor are plentiful and wages are low. That goods 
may be manufactured for export, said Franklin, it is but necessary that their price be low, But 
a low price does not of necessity mean low real wages. For, given division of labor, improved 
equipment, and active and intelligent workmen, the output and wages per worker may be high 
even though the labor cost per unit of output may be low. See Wetzel, op. cit., pp. 23-24. 
In general Franklin attributed the “cheapness of labour .. . to the multitude of labourers” 
and accepted the subsistence theory of wages held by the Physiocrats (Carey, op. cit., pp. 
220-221). It is of interest to note in this connection that Franklin, an individualist who 
effectively expressed what Max Weber called the “capitalist spirit,” did not observe that in- 
fertility was an advantage in the struggle for pecuniary achievement and did not advocate 
prudence in respect to family size. Although Franklin believed that “the cheapness of labour 
is in most cases owing to the multitude of labourers” (Smyth, of. cit, vol. 5, p. 126), he 
apparently derived personal satisfaction from the growth of both families and peoples (W. 
C. Bruce, Benjamin Franklin Self-Revealed, New York, 1923, vol. i, pp. 103-06). 

> Ibid., pp. 106-107, 111. To the British recommendation that the French be permitted 
to remain in Canada to serve as a check to the natural increase of the colonists Franklin 
replied that Parliament enjoin “the colony midwives to stifle in the birth every third or 
fourth child” (p. 138). ; 

™ Ibid., pp. 114-115, 139. Elsewhere he remarks that in general “emigration . . . multi- 
plies a nation” and spreads its culture (Smyth, op. cit., vol. 9, pp. 263-64) and that British 
emigration to America, where abundance of Jand and subsistence and the resulting lack of 


` 
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In a reply to Lord Hillsborough’s criticism (1772) of Franklin's proposal, 
first made in 1760, to establish a colony on the Ohio River, Franklin de- 
clared that the colonists had not been provided with enough land to keep 
their numbers scattered and thus to prevent their establishing manufac- 
tures. The “establishment of the governments of Quebec, Nova Scotia,” etc., 
had not accomplished their purpose. For none would “exchange the healthy 
temperate climate” of the middle colonies for the colds of Canada or the 
heats of Florida, If a colony of climate and fertility similar to that of the 
middle colonies is not opened to the colonists, ‘‘will not therefore the in- 
habitants of the middle provinces whose population is great beyond exam- 
ple, and who have already made some advances in manufactures, ‘by confin- 
ing them to their present narrow limits,’ be necessarily compelled to divert 
their whole attention to that object?” The establishment of a colony on the 
Ohio, said Franklin, would provide an outlet and thus prevent the feared 
manufacturing. 

To clinch his argument Franklin added that the colonists could people 
such a colony on the Ohio, unaided by British immigration, and that 
the colonists would emigrate to the regions on the Ohio whether or not 
the Crown granted permission. Wright, the governor of Georgia, had 
_ urged in substance that, were the Ohio territory opened to settlement, 
“it must draw and carry out a great number of people from Great Britain.” 
But Franklin answered, “We do not wish for, and shall not encourage, one 
single family of his majesty’s Exropean subjects to settle there . . . but 
shall wholly rely on the voluntary superflux of the inhabitants of the middle 
provinces for settling and cultivating the lands in question.” Legal pro- 
hibition could not prevent westward migration. “Neither royal nor pro- 
vincial proclamations, nor the dread and horrors of a savage war, were 
sufficient . . . to prevent the settlements of the lands over the mountains.” 
Nor would the recommendation of Hillsborough have this effect, now that 
Pennsylvania proprietors were interested in colonizing the Ohio country.” 

Franklin specifically denied that the leaders of a country need apprehend 
depopulation from emigration or similar causes. To endeavor to prevent 
emigration by law, he claimed, in urging against a proposed act of Parlia- 
ment for preventing emigration, was to call for “a law to stop the Thames 
lest its waters, by what leave it daily at Gravesend, should be quite ex- 
hausted.”” For when a population has increased to a point where all the 
means of subsistence are required by it, no further increase is possible. 


Even a real deficiency of people in any country occasioned by a wasting war or 
pestilence is speedily supplied by earlier and more prolific marriages, encouraged 


“fear of poverty” produced early marriages and rapid population growth, would create a 
demand for British merchandise and labor and enrich British merchants as well as provide 
a growing supply of recruits for Britain's wartime military and naval needs (sb/d., vol. 6, 
p. 296). 

= See Memoirs, vol. ii, pp. 214-237, especially pp. 232-234, 237. 
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by the greater facility of obtaining the means of subsistence. So that a country half 
depopulated would soon be repeopled, till the means of subsistence were equalled 
by the ee All increase beyond that point must perish, or flow into more 
favorable situations. Such overflowings there have been of mankind in all ages, 
or we would not now have so many nations.?# 


In summary it may be said that while the views of Malthus and Franklin 
are similar in substance, they differ in tenor and in the use to which they 
were put. Each stated that population proportions itself to subsistence; that 
if subsistence increases, numbers will increase presumably in the same 
degree. Both Franklin and Malthus implied a rather stationary scale or 
standard of living (approximately at the subsistence level) to which limit 
population would grow. Neither assumed the possibility of much increase 
in the content of the customary mode of living. Franklin observed about 
him a higher scale of existence than Malthus observed in England. Yet 
Franklin implied that eventually the American scale would be reduced to a 
level presumably on a plane with that then observed in manufacturing coun- 
tries. Considering the respective surroundings of the two men, it seems that 
Franklin attributed less weight to the preventive check than did Malthus. 
Neither anticipated a great decline in the birth rate. Franklin did not con- 
tend, as did Malthus later, that population pressure produced poverty or 
that moral restraint would mitigate the diffusion and intensity of poverty. 
Rather Franklin, much a mercantilist, looked upon population growth as a 
good thing. He approved early marriage on the ground that it would build 
character, lessen sexual vice, make for compatibility, render man indus- 
trious and thus promote human happiness. Franklin used his population 
doctrines in the manner of a pamphleteering propagandist in an effort to 
break down British opposition to colonial manufactures, to the migration 
of the colonists to ultra-Appalachian or Canadian lands, and to the emigra- 
tion of Britons to the colonies. Although Franklin observed that immi- 
grants with certain qualities “will gradually eat the natives out,” he devel- 
oped no doctrine of selection or survival of the fittest as did Darwin later. ~ 
Nor did he note or comment upon differential rates of increase in the United 
States. Rather, being opposed to the view that hereditary differences mark off 
classes of men, he implied that equalization of opportunity would largely 
eliminate existing differences among men. Thus Franklin, in his population 
theory, wrote as one imbued with eighteenth century enlightenment and 
tinged with some mercantilism.?® 

™ See Smyth, of. cit, vol. vi, pp. 294-295. Malthus (book i, chap. 8) cites Franklin’s 
statement that the exportation of negro slaves from Africa had not reduced the population 
of Africa {see Smyth, op. cit, vol. iii, (21). Franklin held the right to emigrate to be a 
natural right (Carey, op. cit, p. 163). 

“For Franklin’s views on heredity see Fiy, op. cit, pp. 229ff., 487ff.; for Franklin’s 
views on early marriage see Complete Works, vol. 3, pp. 475-77. Professor Norman E. 


Himes shows, in an unpublished essay, that the views of Francis Place on the benefits of 
early marriage were apparently derived from Franklin’s works. Franklin's opinions on the 
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II 


_ During the decade which preceded the appearance of the first edition 

of Malthus’ Essay, Mathew Carey,** father of Henry C. Carey, published 
a number of pieces which reflected and which were definitely inspired by 
Franklin's writings on population. 

In 1790 Carey printed an article by an unnamed English writer who cited 
Franklin’s opinions at length.” This writer observed that “subsistence de- 
termines the degree of population in every country” and that, as a conse- 
quence, laws designed to increase population growth would fail “unless 
the means of subsisting the nation are augmented.” He recommended that 
politicians concern themselves with increasing the means of subsistence 
rather than population, for men were prone enough to marry and “the pas- 
sions, which respect the sexes and their offspring seem nearly alike every- 
where.” 


Every state has in it a certain number of places; or............ of niches for 
subjects; and the multiplication of subjects depends either upon the increase of 
these niches, or upon the encouragement of such economy as shall enable more 
subjects to subsist in the same room.?” 


This writer believed that Franklin had neglected “the tendency of pov- 
erty to enfeeble a people and keep down its numbers.” He declared that the 


rate of increase in the colonies and on the factors which govern population growth were 
known by Adam Smith, were referred to by Malthus, Arthur Young, and Richard Price, and 
may have influenced Edmund Burke. Franklin's Observations were printed several times in 
France and England and, according to James Bonar, “made a wide impression everywhere.” 
It is impossible to prove, however, that Franklin’s views did more than reénforce the 
opinions on population growth which were becoming dominant toward the close of the 
eighteenth century. (For references to Franklin and to views similar to those of Franklin 
see Bonar, Theories of Population from Raleigh to Arthur Young, New York, 1931, pp. 
200-205, 228; also Lewis J. Carey, op. cit., pp. 56-60, 106, 221-222.) 

“Philanthropic mindedness marked most of Carey’s views, in part at least even his 
advocacy of Hamiltonian protectionism which he believed would encourage the migration 
of artisans to America and foster American population growth. Though not a Malthusian, 
he suggested (1824) that migration to America would improve the lot of the immigrants 
and ease population pressure in Europe. In 1826 he published a handbook to advise 
potential immigrants, some of his instructions resembling Franklin’s (cf. Complete Works, 
vol, 3, pp. 398 ff.). Though an exponent of the use of machinery, he suggested that its 
introduction be regulated and that its untoward effects be alleviated. He denied that 
poverty was caused primarily by idleness and mismanagement or that charity produced 
idleness, asserting instead that poverty destroyed character and that public relief of poverty 
was necessary. See Carey, Essays on Political Economy (Philadelphia, 1822); Appeal to 
the Wealthy of the Land (Philadelphia, 1833); Earl L. Bradsher, Mathew Carey (New 
York, 1912), pp. 73-76; K. W. Rowe, Mathew Carey (Baltimore, 1933). 

* These pieces appeared in Carey's American Museum, a repository of both original 
pieces and reprinted articles. Franklin’s Observations were reprinted in 1789. See vol. 5, 
pp. 109-112, 

= American Museum, vol. 7, pp. 87-91; vol. 8, pp. 124-128, pp. 260-264. This article 
appeared in the Repository, an English journal, in 1788. 

" American Museum, vol. 7, pp. 87, 90, 91. 
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augmentation of the food supply was checked in places where “despotism,” 
“indolence,” and “prejudices” prevailed. He contended, as had Richard 
Jackson, an English commentator on Franklin, that Europeans could not 
settle a colonial area and multiply there until they had acquired such 
“moral” and “mechanical habits” as were necessary to utilize the natural 
resources of that colonial area.** 

This unnamed writer attributed the poverty of the poor as well as the 
burdensomeness of the English poor laws to the tendency of the poor to 
marry without forethought and multiply their kind. 

The want of consideration in the poor, Baki their adhering to that celibacy 
which the better orders of people generally impose upon themselves whenever 
the means of subsistence are wanting. They marry for their own gratification; and 
apo an issue, that is to die from distress, or to depend upon the aid of others 
y ie súpport; and hence one principal cause of the burden of the English poor 

S. 

There was printed in this same year a letter designed to inform Euro- 
peans “disposed to migrate to America.” The writer observed that popu- 
lation pressure was a cause of war and that emigration and other fac- 
tors designed to relieve population pressure would foster peace. “Wars 
have been promoted . . . by an overproportion of inhabitants to the means 
of easy subsistence.” The opening of America to immigrants coupled with 
the “late improvements in agriculture,” it was said, would relieve this over- 
proportion and thus reduce the probability of war. 

This writer went on to observe that emigration cannot occasion per- 
manent depopulation in a country, since it increases the facility with which 
subsistence may be obtained by those not emigrating. He did not argue 
that emigration constitutes no permanent relief for overpopulation but 
rather that the total population of the country of emigration would be 
increased in the long run. For the emigrants would provide an additional 
demand for the products of the mother country and thus would make pos- 
sible an increase of employment in the country of emigration. The writer 
is thus by implication opposing the mercantilistic restrictions on emigration. 

When a country is so much crowded with people that the price of the means 
of subsistence is beyond the ratio of their industry, marriages are restrained: but 
when emigration to a certain degree takes place, the balance between the means 
of subsistence and industry is restored, and population thereby revived. Of the 
truth of this principle there are many proofs in the old counties of all the Amer- 


ican states. Population has constantly been advanced in them by the emigration 
of their inhabitants to new or distant settlements.*° 


= Thid., vol. 8, pp. 126, 127, 263-264. For Jackson’s comments, see Memoirs, vol. it, 
p. 424. 

” Ibid., vol. 7, p. 90. Franklin’s view that poor laws but place a premium upon idleness 
(see Memoirs, vol. ii, pp. 430-31) was cited in the American Museum, vol. 11, 1792, p. 78. 
See also Smyth, of. cit, vol. 5, pp. 123, 538. 

= American Museum, vol. 7, 1790, p. 241. 
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A year later Carey published a piece, shot through with Franklin’s influ- 
ence." The writer contended in substance that men always tend to multiply 
beyond the capacity of their ability to secure means of subsistence. Man, 
who can double his numbers in less than twenty years, always procreates a 
surplus of his kind. For he, like “every species” of animal and plant, “‘pos- 
sesses the reproductive principle far beyond the degree requisite for the 
bare continuance of his species.” In the absence of “emigration, to places 
where a surplus of food is attainable,” the surplus human population is 
destroyed by “infanticide” and “wars and epidemic diseases,” or is 
“starved” for lack of food. The writer lays down six propositions: 


(1) Every fully populated country can annually spare a portion of its inhabit- 
ants. 

(2) Should a country lose more than its surplus, “from this multiplying faculty 
i mi nature . . . the level must soon be restored by the internal resources 
of life.” 

(3) “Emigrations may even augment the population of the country permitting - 
them.” Thus if 20,000 British migrate to the United States, “the space left by 
{them} . . . will be speedily filled by a surplus of life, that would otherwise 
be lost.” Hence Britain loses no population. Further the 20,000 British in Amer- 
ica can consume the products of 10,000 British workers. Thus, England regains 
the 20,000 lost and 10,000 extra to work for the 20,000 lost to America, “a clear 
addition to its flock.” 

(4) “Freedom of emigration is due to the general interests of humanity.” For 
emigrants move "from places where living is more difficult, to places where it is 
less difficult.” Hence the migrants’ “happiness . . . is promoted.” Further, “as 
more numerous progeny is another effect of the same cause, human life is at once 
made a greater blessing, and more individuals are created to partake of it.” 

(5) “Freedom of emigration is favorable to morals,” because it reduces “illicit 
intercourse” and the “difficulty of maintaining a family.” 

(6) Migration from the more settled to the less settled parts of the United 
States must “quicken the aggregate population,” for men move from “a less easy 
to a more easy subsistence.” 


It 


Whereas Franklin and the several writers influenced by him utilized 
population theory to advance policies which they favored, Franklin’s famous 
contemporaries were content to observe that population pressure might 
eventually bring misery to America.*? 

In a letter written to Jefferson, June 19, 1786, James Madison anticipated 


= “Population and Emigration,’ from the National Gazette, Philadelphia, Nov. 19, 
1791, printed in American Museum, November, 1791, pp. 221-224. 

| Alexander Hamilton was an exception. Interested in the development of manufacturing 
in the United States, Hamilton suggested in 1791 in his Report on Manufactures that the 
establishment of manufactures would promote immigration into the United States and thus 
augment the produce and revenues of the nation. In 1790 Hamilton suggested as one of the 
ten topics for Washington’s address to Congress, “symptoms of greater population than was 
supposed, a further proof of progressive strength and resource.” See Works of Alexander 
Hamilton, edited by John C. Hamilton, N.Y., 1851, vol. 4, p. 84. 


702 J. |. Spengler [December 


Malthus and drew attention to the difficulties of maintaining such a balance 
among occupations as to provide employment for all.** 
Madison says: 


I have no doubt but that the misery of the lower classes will be found to abate 
wherever the Government assumes a freer aspect, & the laws favor a subdivision 
of property [he would parcel up the hunting, etc., lands of the “idle rich’’} yet I 
suspect that the difference will not fully account for the comparative comfort of the 
mass of people in the United States. Our limited population has probably as large 
a share in producing this effect as the political advantages which distinguish us. 
A certain degree of misery seems inseparable from a high degree of populousness. 


No problem in political economy has appeared to me more puzzling than that 
which relates to the most proper distribution of the inhabitants of a country fully 
peopled. Let the lands be shared among them ever so wisely, & let them be sup- 
plied with laborers ever so plentifully; as there must be a great surplus of sub- 
sistence, there will also remain a great surplus of inhabitants, a greater by far 
than will be employed in cloathing both themselves & those who feed them, and 
in administering to both, every other necessary & even comfort of life. What is 
to be done with this surplus? Hitherto, we have seen them distributed into man- 
ufactures of superfluities, idle proprietors of productive lands, domestics, soldiers, 
merchants, mariners, and a few other less numerous classes. All those classes, not- 
withstanding, have been found insufficient to absorb the redundant members of .a 
populous society; and yet a reduction of most of those classes enters into the very 
reform which appears so necessary & desirable. From a more equal partition of 
property, must result a greater simplicity of manners, consequently a less con- 
sumption of manufactured superfluities, and a less proportion of idle proprietors 
& domestics. 


Madison thus recognized that mere division of the lands of the idle 
rich among the poor would not suffice to banish poverty. Years later Madi- 
son espoused Malthus’ side in the Malthus-Godwin controversy. Comment- 
ing on the Essay in a letter to Richard Rush (April 21, 1821), Madison 
writes: 


I have looked over Malthus and think the world much indebted to him for the 
just views he has given of an interesting subject, and for the instructive applica- 
tion he makes of them to a state of things inseparable from old countries, and 
awaiting younger ones.*4 


Thomas Jefferson expressed himself several times upon the probable 
consequences of population pressure. In 1781 he stated that Virginia could 
not support 4,500,000 inhabitants, for this number is greater “than the 
country spoken of, considering how much inarable land it contains, can 
clothe and feed, without a material change in the quality of their diet.”* 


“The Writings of James Madison, edited by G. Hunt (New York, 1901), vol. 2, 
pp. 247-248. Most of this letter is devoted to the measurements of a dead weasel. 

“See William C. Rives, History of the Life and Times of James Madison, Boston, 1866, 
vol, ii, p. 94. 

* Notes on the State of Virginia, Boston, 1801, p. 128. This work, written in 1781-82, 
was first published in 1787, 
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Jefferson admitted that immigration accelerated the rate of population 
growth, but favored natural increase as a source of population. For immi- 
grants come from “absolute monarchies” and hence are imbued not with 
the principles of democracy but with monarchic principles of government. 
Hence he did not favor any immigrants except “useful artificers” who 
could teach Americans what they did not know.** 

Writing to Madison in 1786, Jefferson attributed European poverty in 
part to the unequal distribution of land ownership and the use of land for 
amusement.’ He anticipated population pressure, however, for he declared 
that “the will of the majority” would preserve liberty and the proposed 
constitution, “as long as we remain virtuous; and I think we shall be so, 
as long as agriculture is our principal object, which will be the case, while 
there remain vacant lands in any part of America. When we get piled upon 
one another in large cities, as in Europe, we shall become corrupt as in 
Europe, and go to eating one another as they do there.” 


“Tbid., p. 129. Jefferson distinguished Europe from America in these words. “In 
Europe the object is to make the most of their land, labor being abundant: here it is to make 
the most of our labor, land being abundant.” (Ibid., p. 130.) Jefferson believed that European 
political theory rested upon the assumption that the masses are depraved and brutish and 
that consequently class rule and the exploitation incidental thereto are necessary to public 
order. (See C. A. Beard, Economic Origins of Jeffersonian Democracy, New York, 1915, 
p. 418.) Jefferson revolted against this theory and favored the development of a homo- 
geneous, democratic American population. While the colonies had no definite population 
policies, natural increase was encouraged in certain instances by placing disabilities on 
celibates. Some immigrants were excluded on religious or racial but not on economic 
grounds. Immigrants of British extraction were usually favored. (See R. L. Garis, Immigra- 
tion Restriction, N.Y., 1927, p. 19; C. E. Stangeland, Pre-Malihusian Doctrines of Popula- 
tion, N.Y., 1904, pp. 124-125.) Loammi Baldwin's opinions resembled Jefferson’s in regard 
to immigration. Baldwin held “the union of sexes” to be “the only desirable source of 
population to a state,” for foreign immigrants do not become “wholly domiciliated” in a 
new country until they have married and established a family and frequently not even then. 
Baldwin did not specifically oppose immigration, however. While he believed that the state 
could gain little by encouraging or hindering marriage, Baldwin, accepting the opinions of 
Maithus and James Steuart, declared that the marriages of those incapable of supporting a 
family “are pernicious to the whole community.” He remarked, however, that “there is 
certainly very little to fear from want of comfortable support [in the United States} for even 
a vastly extended population.” Baldwin urged the government to obtain complete data on 
natality, mortality, and the nationality composition of the population. (See Thoughts on 
Political Economy, Cambridge, 1809, pp. 6-19.) While Franklin favored the immigration of 
what he considered the right type of immigrant, he opposed the introduction of slaves and 
felons into the colonies and desired the maintenance of a very selective immigration policy 
for, like Jefferson, he anticipated evil social consequences from the immigration of both 
unassimilable foreigners and negroes (Smyth, of. cit, vol. 3, pp. 43-45, 72-73; vol. 4, pp. 
45-48, 72, 139-41; vol. 9, pp. 34, 177, 627-30; vol. 10, p. 67). A similar opinion was held 
by William Douglass (Summary... of the British Settlements in North America, Boston, 
1755, vol. 2, p. 326). 

"The Writings of James Madison, footnote, pp. 247-248. 

"See letter to Madison, December 20, 1787, in The Writings of Thomas Jefferson, 
Washington, 1903, vol. 6, pp. 392-393. Jefferson later declared that, since population doubled 
in 23-24 years or increased about 3 per cent per annum, every tax would compound at three 
per cent annually and that it would be unnecessary to redeem by taxes all the treasury notes 
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Jefferson shared Franklin’s estimate of the American rate of increase. 
Writing to the Count de Montmorin, July 23, 1787, Jefferson expressed 
himself in favor of free trade and of the view that the government had 
nothing to do but “not to hinder” merchants. 


A century's experience has shown, that we double our numbers every twenty 
or twenty-five years. No circumstances can be foreseen, at this moment, which will 
lessen our rate of multiplication for centuries to come. For every article of the 
erasers and manufactures of this, then, which can be introduced into the 

abit there, the demand will double every twenty or twenty-five years. And to 
introduce the habit, we have only to let the merchants alone.®* 


In a letter to David Williams, November 14, 1803, Jefferson comments 
on “too strong a current from the country to the towns; and instances be- . 


* . 


ginning to appear of that species of misery, which you are so humanely 
endeavoring to relieve with you. Although we have in the old countries 
of Europe the lesson of their experience to warn us, yet I am not satisfied 
we shall have the firmness and wisdom to profit by it.’’4° 

Jefferson expressed his views on population most clearly in a letter to 
J. B. Say, February 1, 1804.4 


The differences of circumstance between this and the old countries of Europe, 
furnish differences of fact whereon to reason, in questions of political economy, 
and will consequently produce sometimes a difference of result. There, for 
instance, the quantity of food is fixed, or increasing in a slow and only arithmetical 
ratio,and the proportion is limited by the same ratio. Supernumerary births con- 
sequently add only to your mortality. Here the immense extent of uncultivated 
and fertile lands enables every one who will labour, to marry young and to raise 
a family of any size. Our food, then, may increase geometrically with our labour- 
ers, and our births, however multiplied, become effective. Again, there the best 
distribution of labour is supposed to be that which places the manufacturing hands 
alongside the agricultural; so that the one part shall feed both, and the other part 
furnish both with clothes and other comforts. Would that be best here? Egoism 
and first appearances say yes. Or would it be better that all our labourers should be 
employed in agriculture? In this case a double or treble portion of fertile lands 
would be brought into culture; a double or treble creation of food be produced, 
and its surplus go to nourish the now perishing births of Europe, who in turn 
would manufacture and send us in exchange our clothes and other comforts. 


Oliver Ellsworth of Connecticut predicted that population growth would 


emitted in the War of 1812 as the growing population would need them. (Jéid., vol. 10, p. 
287, vol. 13, p. 365, vol. 14, p. 204.) America’s rapid growth, he said, would ensure the 
settling of the vacant lands of America and a rapidly expanding demand for goods (vol. 6, 
p. 186; vol. 3, p. 330). 

* Ibid., vol. 6, p. 186. 

® Ibid., vol. 10, p. 430. 

€ Ibid, vol. 11, p. 2. Jefferson read a borrowed copy of Malthus’ Essay, “the only 
one I have yet heard of,” he wrote January 29, 1804, in a letter to Joseph Priestley in which 
he characterizes the work as “one of the ablest I have ever seen” (vol. 10, pp. 447-448). 
Jefferson complimented Say for corroborating in his Traité the opinions expressed in 
Malthus’ Essay, “a work of sound logic’ (vol. 11, p. 1). 
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eventually press wages to a subsistence level, when, in the Constitutional 
Convention, he replied to the recommendation of George Mason of Vir- 
ginia, to the effect that the importation of slaves be prohibited. 


As slaves also multiply so fast in Virginia and Maryland that it is cheaper to 
raise than import them, whilst in the sickly rice swamps foreign supplies are neces- 
sary, if we go no farther than is urged, we shall be unjust toward South Carolina 
and Georgia. Let us not intermeddle. As population increases, poor labourers will 
be so plenty as to render slaves useless. Slavery in time will not be a speck in our 
country.*? 


Ellsworth thus anticipated an argument used later by George Tucker and 
others to the effect that population pressure would render free labor cheaper 
than slave labor by the first quarter of the twentieth century.*® 

Of the several American revolutionary leaders who gave expression to 
Malthusianism, John Adams alone viewed man and nature much as did 
Malthus. For Adams believed that a large proportion of mankind 1s irra- 
tional and imprudent in respect to the preservation and acquisition of 
wealth; that but a small proportion possesses property whereas the vast 
majority of every nation is virtually destitute.* Apparently Adams did not 
expect this state of affairs to change appreciably, for in a letter to John 
Taylor of Virginia, a Jeffersonian, Adams expressed a Malthustanism to 
which he seems to have subscribed long before Malthus ever wrote his 
Essay. Adams writes that:* 


The first want of man is his dinner, and the second his girl, were truths well 
known to every democrat and aristocrat, long before the great philosopher Malthus 
arose, to think he enlightened the world by the discovery. 


“See William G. Brown, The Life of Oliver Ellsworth, New York, 1905, pp. 154-155 
{italics mine). 

“Ellsworth fixed no date for the expiration of slavery. Adam Seybert who believed 
that “the strength and wealth of nations are founded on the number and industry of the 
people” stated rightly in 1818 that “no one has ventured to predict when our population will 
be at the maximum, to be checked for want of subsistence.” (Op. cit., pp. 51-52.) George 
Tucker was the first to attempt this. See the writer's articles in the Journal of Political 
Economy, August and October, 1933. 

“ See Beard, of. cit, ch. 11 on “The Political Economy of John Adams,” 

“= This criticism of Taylor's political and economic views was written April 15, 1814. 
See C. F. Adams, The Life and Work of John Adams, Boston, 1856, vol. 6, p. 516. Adams 
(vol. 10, p. 385) ranked as the best work for Americans interested in economics Count 
Destutt de Tracy's Treatise on Political Economy (Georgetown, 1817) which is a decidedly 
pro-Malthusian work similar to that of J. B. Say. Thomas Jefferson, who shared Adams’ 
opinion, corrected the translation from the unpublished French original. Adams had predicted 
that de Tracy's work, “a magazine of gunpowder, placed under the foundation of all our 
mercantile institutions,” would be badly received despite its content of “immutable truth.” 
An American reviewer upheld de Tracy’s Malthusianism, declared that in all but new 
countries there was a tendency to overpopulation which required to be held in check by 
postive checks, by deferred marriage, or by emigration, and concluded that “this view of 
society gives a much higher character to the art of cookery, by which food can be prepared 
so as to afford the utmost of its nourishment” (Analectic Magazine, vol. 13, March, 1819, 
pp. 186-187). 
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It has been equally well known that the second want is frequently so impetuous . 
as to make. men and women forget the first, and rush into rash marriage, ne 
both the first and second wants, their own as well as those of their children an 
grandchildren, to the chapter of accidents. The most religious very often leave 
the consideration of these wants to him who supplies the young ravens when they 


cry. 

The natural, necessary, and unavoidable consequence of all this is that the 
olga crated of the population so far transcends the multiplication of the means 
of subsistence, that the constant labor of nine-tenths of our species will forever 
be necessary to prevent all of them from starving with hunger, cold, and pestilence. 
Make all men Newtons, or, if you will Jeffersons, or Taylors,*® or Randolphs, and 
they would all perish in a heap. l 

Knowledge, therefore, sir, can never be equally divided among mankind, any 
more than property real or personal, any more than wives or women. 


IV 


In view of the materials cited, it is apparent that prior to the appearance 
of Malthus’ Essay expression had been given by American writers to the 
following opinions. 

(1) Population ay oar itself to the means of subsistence. 

(2) Population under favorable conditions tends to double every 20 or 25 
years. The writers’ lack of attention to subjective checks is probably attributable 
in part to the fact that at that time subjective checks were unimportant. 

(3) That population pressure is ultimately inevitable, some centuries hence, 
seems to have been a common conclusion. While the law of diminishing returns 
was not formulated, Franklin must have had something like such a law in mind 
when he referred to the decreasing facility with which subsistence could be 
obtained. 

(4) Population pressure is conducive to war, epee corruption, and misery. 

(5) Population growth will ultimately provide a plenitude of labor at low 

wages and will thus eliminate the need for and the profitability of ech 
' (6) Urban conglomeration is undesirable because it tends to ch 
increase and to conduce to political corruption and misery. 

(7) The practice of moral restraint was not advocated.¢? 

(8) While immigration was not definitely disapproved, it was suggested that 
immigration tends to prevent the social and democratic homogeneity of the popu- 
lation and that immigrants under given circumstances do not constitute an addition 
i a population but a replacement of the potential natural increase of that popu- 

tion. 


“Writing in 1822, John Taylor expressed the opinion that the United States would 
be free from overpopulation for a long time. “The population may be considerable, and yet 
a country may not be populous, comparatively with its extent. Such is our case. Whatever 
may be the actual census of the United States, yet a superabundance of uncultivated land, 
will long prevent them from being populous.” (See Tyranny Unmasked, Washington, 1822, 
pp. 119-20.) 

* Thomas Ewell, surgeon in the United States Navy, reasoning that oxygen was essential 
to fruitfulness, wrote that “if there be a situation in which having children would be dis- 
tressing in the extreme, a remedy or corrective for fruitful nature might be found by em- 
bracing only in vessels filled with carbonic acid or azotic gas.” Ewell did not state whether 
children “would be distressing’ for economic reasons or reasons of health (Medical 
Repository, vol. 4, Second Hexade, 1807, pp. 131-133). 


natural 
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(9) Since population proportions itself to subsistence, emigration cannot 
depopulate a country. It was not stated definitely, however, that on the same prem- 
ise emigration cannot permanently relieve overpopulation in a country. . 

(10) Since manufacturing was considered possible only if a population were 
dense and wages were low as a consequence, it was contended that, provided the 
colonists were granted permission to migrate westward and to colonize Canada, 
the resulting low density of the colonial population would keep the colonists in 
extractive industries. Yet the great increase of the colonial population (through 
natural increase and immigration) would provide Britain with an expanding 
market and thus would foster the increase of the British population. Were the 
colonists denied the right to migrate westward and into Canada, the American 
ieee would become dense, manufactures would flourish, and Britain would 

ose her colonial markets.*® 

(11) Whereas nineteenth century American writers often o theological 
interpretations on population growth and its effects, the works of the writers 
mentioned are singularly free of such interpretations. *® 

J. J. SPENGLER 


Duke University 


“Thomas R. Dew, a Virginian economist, in an attack on protectionism argued that, 
since population tended to press upon subsistence, the growth of the American population 
would depress wages and make the spread of manufacturing inevitable whether or not pro- 
tective tariffs were utilized to stimulate manufacturing in the United States (Lectures on the 
Restrictive System, Richmond, 1829). 

“ While these early American writers developed no biological interpretation of popula- 
tion trends, both Adams (op. cit., vol. 10, pp. 58-66) and Jefferson (op. cit., vol. 13, 
pp. 394-396) denied that men were biologically equal. Jefferson suggested that perhaps 
that government was best which most favored the selection of the “natural aristoi.” See 
C. O. Paullin, Journal of Heredity, vol. 25, 1934, pp. 217-218. 


TRACTOR VERSUS HORSE AS A SOURCE OF FARM POWER 


THER COMPETITION IN VARIOUS COUNTRIES OF THE WORLD 


A comparison of the effectiveness of tractors and horses as the source of farm power 
must take into consideration the variation in the proportion of fixed charges to total cost, 
particularly the number of hours that horse power is used during the year. Where horses 
are used little during the year, tractor power frequently is cheaper than horse power, even 
if prices of feed and horses are relatively lower than the prices of fuel and tractors. The 
reverse situation often occurs where the annual work per horse is large. Thus, the annual 
work per horse becomes a more important factor than the relation of the cost of feed and 
horses to the cost of fuel and tractors. The saving on labor which can be made by 
operating tractors instead of horses is significant in inducing farmers to shift to tractor 
power. The variations in the amount of this saving, however, frequently are not as 
wide as are the variations in the annual work per horse. Hence the saving on labor is 
of less importance than the variations in the annual amount of work per horse in deter- 
mining the differences in the profitability of tractors. The same pertains to the other 
factors affecting the variations in the utilization of tractors (size of farms, seasonal 
distribution of power and labor requirements, skill of tractor operators, topography, 
soil, etc.). 


Nearly 1,000,000 tractors are used on farms in the United States and 
only some 15,000 tractors in Germany. This striking divergence is hardly 
duplicated in any other respect, both countries showing much similarity 
as to the. rate of industrial development. Significant variations in tractor 
utilization are also met with between other countries and between different 
regions of the same country. Some of the states of this country, and even 
parts of the same state, have many times more tractors per farm and per 
-crop acre than have others. The most striking example probably is the enor- 
mous variation in tractor utilization between rice and cotton regions of 
Louisiana. What are the reasons for these immense variations? 

Some investigators have considered the cost of feed, which accounts for 
nearly three-fourths of the cost of horse keeping, to be the decisive factor 
in the competition of tractors and horses. It was, therefore, expected that 
tractors would be utilized much more in countries importing feeds than 
in surplus countries. However, more than three-quarters, probably even as 
much as nine-tenths, of the tractors used in the world are operated in sur- 
plus countries. Illinois, lowa, Ohio—each of these states in 1929 had more 
than four times as many tractors as the whole of Germany had in that year.* 
Both in 1928 and 1929, the number of tractors sold in the prairie provinces 
of Canada exceeded the total number in use for agricultural purposes in 
Germany. Thus, the expected development did not materialize. 

The most common assumption is that the saving on labor used for the 
operating of the power and the care required is the decisive factor deter- 
mining the choice between animal and mechanical power. As the saving 
primarily depends on the wage level, the inference has been drawn that the 
higher the wage level the larger should be the utilization of tractors. The 

* To illustrate the situation in the importing countries, the author is using data on 
Germany as this country is best known to him. The situation in Germany, however, is 


fairly representative for most countries of central and northwestern Europe. Only Great 
Britain probably shows some important divergencies. 
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explanation may seem adequate as far as a comparison between tractor 
utilization in this country or Canada and in Europe is concerned, although, 
in fact, even for these countries the situation is much more complicated 
than is usually realized. But Hungary and some other Danubian countries 
have a still lower wage level than Germany; notwithstanding that fact, 
relatively more tractors are used there than in Germany. The cost of labor 
alone does not provide a sufficient explanation of variations in the distribu- 
tion of tractors in the world. 

Further reasons may be offered as an explanation for the variations in 
tractor utilization, such as the cost of tractors, the cost of fuel and oil, the 
efficiency of labor in handling tractors, the suitability of soil and topography 
for the utilization of tractors, etc. Each of these, like the two factors men- 
tioned earlier, provides a satisfactory explanation in some cases, but fails 
to do so in others. 

The failure may to some extent be the result of undue stressing of only 
one or of a few single factors. All the enumerated and some other minor 
elements work simultaneously, their effects stimulating, offsetting, and over- 
lapping each other. A consideration of all the factors, rather than of one 
of them, however important it may seem to be, throws some light on the 
problem whether tractor or horse power is more profitable under given 
circumstances. However, the question why the United States utilizes nearly 
seventy times as many tractors as Germany may still remain unanswered. 

Even when all the ttems of cost are the same, the relation of the cost 
of tractor work to the cost of horse work may vary widely. Owing to the 
different nature of tractor and horse power, there is a great difference in the 
proportion of fixed and variable charges to total cost. The reduction in 
the cost of power which results from an increase in the number of hours 
the power is used during the year, is much larger in the case of horses than 
in the case of tractors; consequently, the competition of tractors is much 
weaker where annual work per horse is large and it is much stronger where 
` annual work per horse is small. Since the number of hours that horses 
are used during the year in agriculture varies greatly from country to coun- 
try, from section to section, and to some extent even from farm to farm, the 
different proportion of fixed charges to the total cost of tractor and horse 
power is very significant. It not only greatly affects the competition of 
tractors and horses, but often is the decisive factor in this competition, out- 
weighing other important factors. 


Items of Cost of Horse Work 


The largest item of the cost of horses is feed.? Inclusive of bedding, it 
accounts for 57 per cent of the expense. In the second rank in order of 


The computations of the cost of horse and tractor work used in this article are 
based on estimates made for the conditions of the Corn Belt in the second half of 1933. 
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importance is the expense for doe i.e., for labor spent in care of horses. 
In the Corn Belt it accounts for 14.2 per cent of total cost. All other ex- 
penses, exclusive of interest and depreciation, make up only 10.6 per cent 
of total cost. Depreciation is determined by the price of horses, interest 
charge by the same item and by the rate of interest. The price of horses 
in its turn is determined primarily by the cost of feed and labor. It will 
probably not be too sweeping to assume that the price of horses and hence 
the expense for interest and depreciation can be resolved into the same 
costs and in the same proportions as the cost of horse work other than in- 
terest and depreciation.* Accordingly, 69.7 per cent of the total cost of 
keeping a horse operated 800 hours per year in the Corn Belt is accounted 
for by the cost of feed, and 17.4 by the cost of labor. 

Considering extreme cases, the variations encountered in cost of feed 
are large. Argentina and Australia are probably the one extreme or very 
nearly so. Hay and grain there are cheap. The mild climate permits pas- 
turing horses the whole year round, whenever they are not used at work. 
The cost of pasture is low, since it is determined by the small return on ex- 
ported beef (Argentina) or wool and lambs (Australia). Switzerland 
probably represents the other extreme. According to the data of the inves- 
tigated farms* 807 Swiss francs, on the average, are spent there for feed 
per horse per year. If this figure is reduced so as to make it comparable 
with the above data for the Corn Belt, it probably will be equal to about 
600-650 Swiss francs or to about $200-$210, at the present rate of ex- 
change. The comparable figure for Argentina is probably not higher than 
one-sixth of the figure for Switzerland. Great variations in the cost of feed 
may be found even within the same country. The estimate of the cost of 
keeping a horse in the Corn Belt in the second half of 1933 used here 
gives a total cost of feed and bedding of $42.25. In the Cotton Belt or in 
the northeastern states the cost may have been twice as much. 

Although the variation in the cost of feed cannot entirely explain the 
difference in tractor utilization between surplus and deficit countries, it is, 
nevertheless, significant, particularly in cases when other factors do not 
show extreme divergencies. For instance, the difference in cost of feed 
between this country (or Canada) and Argentina is one of the main reasons 
for the difference in the utilization of tractors. The cost of feed is also an 
important factor in explaining the large utilization of tractors in the north- 


Out of labor costs, the cost of power includes only the cost of caring for the horses. 
The cost of the driver is considered separately. Lack of space prevents presenting the 
details on prices and methods used. 

* The proportion of the cost of feed in the cost of producing a horse is probably 
larger and the proportion of cost of labor smaller than it is in the cost of horse work. 
These variations, however, do not matter much in this case. 

“Die Kosten der Tractorhaltung in Schweizerischen Gutsbetrieben,”’ Bericht 10 der 
Stiftung Triexr, Brugg, Switzerland, 1933. 
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eastern states and in the rice area of Louisiana. With feed prices as they 
are in the Corn Belt, New York State would hold, instead of sixth, perhaps 
fifteenth place in the number of tractors on farms. The basic reason for 
the rather large interest of the Swiss farmers with their tiny farms in trac- 
tors, engine hay cutters, etc., should also be sought primarily in the high 
cost of feed. 

The cost of labor for the care of horses is affected by the amount of care 

given and by the wage level. Where labor is expensive and horses are 
cheap, less care 1s given. In Germany, one hour usually is considered neces- 
sary for preparing a team of two horses for work in the morning. In Aus- 
tralia, two hours are believed sufficient for a team of ten horses. The amount 
of care depends also on the climate. As practically no care is necessary for 
horses on pasture, the cost of labor is lower where the climate is mild. 
' In the surplus regions of the United States and Canada the high cost of 
labor to some extent offsets the low cost of feed. The variations between 
the United States or Canada and the importing countries become less if 
the cost of labor spent in care for horses is also considered. In Australia, 
however, horses are pastured during most of the time in which they are 
not at work. Argentina adds to this advantage the moderate level of wages 
and is, therefore, probably the country with the lowest annual cost of horse 
power in the world. 


Items of Cost of Tractor Work 


Tractors of the same size. The depreciation of a tractor is primarily de- 
termined by the price of the tractor itself, and to some extent also by the 
care in handling it.” The interest charge depends on the price of the tractor 
and the interest rate. The cost of repairs is determined by the prices of 
spare parts, the care in handling, and the wage level. The price of spare 
parts is usually in line with the price of the tractor. Thus, apart from the 
cost of fuel and lubricants, which in the case underlying these computations 
accounts for 42 per cent of all costs, the price of the tractor stands out as 
the most significant factor determining the cost of tractor work. 

The United States and Russia are the largest producers of tractors. Both 
countries are also in possession of mineral oil. In the United States, with 
its enormous utilization of automobiles, trucks, etc., expert service is avail- 
able. Thus, total costs of tractor power are probably lowest in this country. 
The other extreme is probably met with in Australia, where the prices of 
both tractors and fuel are increased by the long distance from the countries 
of exportation. Also, the cost is increased by rather high duties on tractors, 
gasoline and kerosene. Available data do not permit a comparison of the 
cost of tractor power for both the United States and Australia, Making 


* The following computation is for a genera! purpose tractor with 10-11 adjusted draw- 
bar H.P. used 500 hours per year. See also footnote 2. 


712 | Naum Jasny [ December 


a rough estimate, the cost of operating a tractor on kerosene in Australia 
is higher than it is in this country by at least 25 per cent. The usual variations 
in the cost of tractor power between various countries and sections of the 
same countries, however, are probably within a range of 20 per cent. These 
variations are less than the variations in the cost of feed for horses. The 
variations in the cost of tractor work, therefore, are likely to be disregarded, 
yet, particularly in cases where conditions in other respects are similar, they 
are of importance. Apart from the higher cost of tractor work in Australia | 
as compared with the Pacific states, probably only the higher cost of keeping 
horses is responsible for the fact that tractors are more widely used in the 
latter areas, although the topography 1s more favorable for their utilization 
in Australia. | 

Tractors of different size. The cost of keeping horses is practically pro- 
portional to the number of horses kept on the farm. Up to a certain limit, 
the power of a team also is proportional to the number of horses. Beyond 
this limit the power per horse begins to decrease somewhat. Thus, the cost 
of horse work per unit cannot be diminished by enlarging the size of the 
team. me 
Tractor work, however, becomes cheaper per unit of power as the size 
of the tractor increases. Although fuel consumption is nearly proportional 
to the size of the tractor, the price of the tractor, the cost of repairs, and the 
consumption of lubricants are relatively lower, while the life of the tractor 
and the total work are greater with the larger tractors. 

Assuming the same utilization per year, a wheel-type tractor with some 
24 adjusted drawbar H.P. costs about 25 per cent less per horse power 
to operate than a similar tractor with 12 drawbar H.P. does. (Apart from 
this, the larger tractor is driven by one driver instead of the two for two 
small tractors. ) 

Farms having a large proportion of their crop area in row crops are 
restricted in the utilization of tractors as the main source of power (main 
source as distinguished from the power for peak work) to general pur- 
pose tractors, the largest of which have about 18 adjusted drawbar H.P. 
The most widely used general purpose tractors are those with 10-11 ad- 
justed drawbar H.P. Only farms producing exclusively small grains and 
such specialties as cane, etc., can make use of large tractors as the main 
source of power.® Here is one of the main reasons for the fact that, in spite 
of very cheap feed, tractors are widely used in the wheat areas of this coun- 
try and in the prairie provinces of Canada. But for the possibility of using 
large tractors, Argentina and Australia probably would not have any trac- 
tors at all. 


€ Although rice farms do not produce any row crops, they usually are prevented from 
extended utilization of large tractors by the size of the fields. 


1935] Tractor versus Horse for Farm Power 713 


The Proportion of Fixed and Variable Charges in the Cost of Power and 
the Annual Utilization of Power per Horse or Tractor 


The preceding analysis is primarily. confined to single items in the cost 
of tractor and horse work; and the discussion is limited by assuming the 
same annual utilization. But cost depends also on the extent to which the 
power is used during the year. The more the power is utilized, the smaller 
is the cost of power per time unit. The actual reduction of cost with the 
increase in the annual utilization depends on the character of the cost of 
either source of power; namely, on its being composed primarily of fixed or 
variable items. 

In the groupings of the items of cost of power usually found in power 
studies, interest and depreciation (as well as shelter so far as it is consid- 
ered) are placed under fixed charges, while all other items of cost are 
classed as variable.’ This grouping is supposed to be covered by the defini- 
tions: costs “resulting from investment,” for fixed items; and costs ‘‘en- 
tirely proportional to the work done,” for variable charges. However, 
depreciation of tractors used much is larger than that of tractors used little, 
and is, therefore, an item of cost not covered by the definition “resulting 
from investment.” On the other hand, an investment in a horse requires 
the maintenance feed and the necessary care for it, without regard’ to 
whether the horse ts used for work. Hence the costs of feed and care (and 
of some other items) which in the usual grouping are included under 
variable costs, are not costs “entirely proportionate to the work done.” 

For disclosing the character of the cost of farm power and its effect on 
the competition of tractors and horses, costs will be divided into fixed and 
variable items according to whether they are dependent or independent of 
the work done. Hence interest, depreciation, stabling and miscellaneous 
costs of horse keeping are treated as fixed costs; all other items are sub- 
divided into fixed and variable costs. For tractor work, interest and shelter 
are assumed to be fixed; fuel, oil, grease and labor for care are entirely vari- 
able. Depreciation and repairs are partly fixed, partly variable. Lack of 
space prevents particulars as to the method of distributing these items be- 
tween fixed and variable costs. 

In Figure I a typical analysis of the composition of cost of power is com- 
pared with the writer's. It shows at a glance how great are the changes brought 
about by more precise definition of the terms “fixed?” and “variable” 
charges. If the cost of operating power is distributed in the usual manner, 
the cost of horse work consists almost entirely of variable charges, while 
in cost of tractor work the variable cost represents somewhat less than half 

f See, for instance, the study of the Department of Agriculture, Usilization and Cost of 
Power on Corn Belt Farms, Department Bulletin 395. 


* Research in Farm Management, prepared under the direction of the Advisory Com- 
mittee on Social and Economic Research in Agriculture, Project 20 B, p. 213. 
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of the total. According to my computations, the cost of operating horses 
is mainly fixed, while in the cost of tractor work the variable part is smaller - 
than the fixed part only for tractors that are used very little; at about 250 
hours of annual use, the variable cost of tractor work becomes larger than 
the fixed charge. The cost of operating tractors which are used extensively 
consists predominantly of variable items. 
This striking difference in the nature of the cost of power is primarily ` 
a consequence of the obvious fact that the horse is a living creature which | 
HORSES | TRACTORS | 
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FIGURE I.—Frxep AND VARIABLE Cost oF HORSE AND TRACTOR WORK IN PER CENT ` 
OF TOTAL COST; COMPARISON OF TYPICAL COMPUTATIONS WITH | 

WRITERS COMPUTATIONS 
(Figure used by courtesy of the U. S. Dept. of Agric.) 


eats even when it does not work, while the tractor must be “fed” with ` 
fuel and oil only during operation. An unused horse becomes old and unfit 
for work practically in the same time as a horse not too excessively used 
for work, while the “life” of a tractor is considerably shortened by its 
utilization. 

It is of great interest to note that the changes in proportion of fixed 
and variable costs for the mechanization of power in agriculture are op- 
posite to those usually met with in industry. Although mechanization of in- 
dustry is regularly followed by an increase of the proportion of the fixed 
to the total cost, in agriculture the most important part of mechanization— 
that of mechanization of power—increases the proportion of the variable 
to the total cost: | 

Figure II shows strikingly how the relation of the cost of operating 
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tractors to the cost of operating horses varies with the change in the length 
of the annual use. If the annual use of the power is small, the cost of horse 
work is prohibitive. The work may be done by the tractor at less than half 
of the cost of horse work, if the power is to be used but 200 hours per 
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FiGuRg II.-—Cost oF A Hors—E Hour AND OF A Horse Hour EQUIVALENT OF THE WORK 
OF A TRACTOR WITH 10-11 ADJUSTED Drawsar H.P, (EXCLUSIVE or Cost oF DRIVER) 
UNDER VARYING AMOUNT OF ANNUAL USE 


(Prices for the Second Half of 1933 in the Corn Belt)” 
(Figure used by courtesy of the U. S. Dept. of Agric.) 


*The power of a general purpose tractor with 10-11 adjusted drawbar H.P. was 
assumed to be equivalent to the power of seven horses. 


year. The difference in cost in favor of the tractor is in this case so large 
that tractors used only 200 hours per year compete successfully with horses 
used more than twice that time. If the power is used only during a small 
number of hours per year, horses are practically out of the question. 

Tractors working 400 hours per year still are cheaper to operate than 
the equivalent number of horses used 700 hours per year. The curve of the 
cost of horse work, however, declines much faster than that of the tractor 
work; consequently, the tractor rapidly loses its advantages. At about 950 
hours both curves meet. When the annual work per power unit is large, 
horses are the cheaper source of power. 

If the saving in labor is considered, the curves of the cost of tractor 
and horse work will cross at a much higher number of hours. Given a 
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i 
larger tractor or another relation of prices, the curves may not cross 
at all. The character of the curves, however, remains the same in all cases. 
Even when the curves do not meet, the advantage of the tractor still un- 
interruptedly decreases as the annual use of power is increasing. 

The conditions are similar in regions where winter wheat is grown after 
winter wheat, year after year. In other regions of this country the annual 
work per horse is probably larger. Yet, owing primarily to the extreme 
specialization prevailing in this country, even the highest number of hours 
per horse and year rarely exceeds 1,000 hours.° W. Hurst and L. M. 
Church?’ estimate that in the United States horses, two years old and older, 
are utilized on the average 495 hours, and mules of the same age 633 hours 
per year. Although the figures impress one as rather low, they probably 
are not very far fromthe mark. 

On the other hand, in Germany 1,000 hours per horse and year is prob- 
ably near to the low limit, 1,500 hours and more being the rule. For large 
estates more suitable for tractor use an average of 2,000 hours per horse 
a year is considered too low. German writers assume 2,500 hours per horse 
as the usual practice. 

Now, according to Figure IJ, an increase in the number of hours per 
year from 600 to 1,500 cuts the cost of horse power per hour nearly into 
half (the reduction is equivalent. to 47.2 per cent), yet the cost of 
tractor work is reduced only by 11 per cent. The cost of a horse hour is 
31 per cent higher, when the horses or tractors are used during 600 hours 
per year than the equivalent tractor work. With the number of hours rising 
to 1,500, the tractor power becomes more expensive by not less than 46 
per cent. On a per-hour basis, horse power, at least on large estates of east- 
ern Germany, may be cheaper as compared not only with the average cost 
for the United States, but even with the cost on farms in the Corn Belt. 
Although a large number of work hours per year reduces the cost of tractor 
work, too, the reduction of the cost of tractor work is much smaller than 


* According to O. T. Hall (“Cost of Producing Rice in Arkansas in 1927,” Arkansas 
Agr. Exp. Sta. Bull. 266, p. 16) horses were used 448.81 hours per head and year. 
In the Louisiana rice section (R. T. Saville and G. Reuss, “Some Economic Problems 
in the Rice Farming Areas,” Louisiana Agr. Exp. Sta. Bull. 217) on farms without tractors 
416 hours were used on rice per year. As the proportion of other crops was very small 
(from 6 to 22 per cent) this figure was near the total. 

‘Power and Machinery in Agriculture," Dept. of Agric. misc. pub. 157, p. 21. 

u According to computations of the present writer (Der Schlepper in der Landwirt- 
schaft, Berlin, 1932) the cost of a horse hour in eastern Germany in 1929, on the average, 
was less than $.10 for horses operated 1,400 or more hours per year (it was 7.7 cents 
for horses used during 2,000 hours and 6.7 cents for horses used during 2,500 hours 
per year). The average cost of a horse hour in the Corn Belt at that time probably 
amounted to $.105-.11. According to various studies the cost was $.102 in Tippecanoe 
County, central Indiana, in 1925-1927; $.107 in Iowa County, Iowa, in the same years; 
$.11 in Clinton County, Illinois, in 1926 and 1927; and $.12 in 1928; $.132 in Champaign 
and Piat Counties, Illinois, in 1926. 
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that of horse work. The competitive power of horses in Germany would, 
therefore, be considerably larger than in this country, even if such im- 
portant items in the cost of tractor work as prices of tractors and fuel were 
not higher than they are here. 

The small number of work hours per horse in the wheat areas of this 
country is also typical, although with some variations, of sections with simi- 
lar conditions in Canada, Argentina, Australia, and even for most parts 
of Russia, Rumania, etc. On the other hand, all countries of central and 
western Europe are probably utilizing their power in nearly the same way 
as Germany does. In Great Britain, however, the annual utilization is pos- 
sibly appreciably smaller than in Germany. 

The fact that a reduction in the number of hours that the power is used 
during the year increases the cost of animal power per unit considerably 
more than it increases the cost of mechanical power, explains why smaller 
farms (measured in terms of total power requirement) frequently can 
utilize tractors advantageously. 

The great effect of the variations in the number of hours that horses are 
used annually on the relation between the cost of tractor and horse power, 
and the great variations in the annual work per horse, make it probable 
that the number of hours that horses are used on farms is the most im- 
portant single factor affecting the competition of tractors and horses. 


Cost of Driver’? 


There are practically no exceptions to the rule that labor is saved by 
driving a tractor instead of working with horses.4* Up to the amount of 
this saving, tractor power can be more expensive than horse power and 
still be the cheaper source of power. Figure III shows that the saving on 
labor results in a rather significant increase in the competitive power of the 
tractor, even with wages at only $.15 per hour and with a rather large 
number of horses per team. The limit for the profitable utilization of the 
small tractor with 10-11 drawbar H.P., which at the assumed prices ex- 
tended to but 950 hours (see Figure II), in Figure III is raised to over 
1,500 hours; z.e., far beyond the limit of the annual utilization of horses 
in this country. 

*In discussing the cost of horse and tractor power, we followed the usual procedure 
of including in the cost of power the cost of the care given to the horses and tractors, 
respectively, leaving the cost of the driver for separate consideration. There are certain 
technical reasons which make such a presentation desirable. Yet, it would perhaps be 
worth while to disregard them and to consider the cost of labor spent in the care of 
the horse and tractor together with the cost of the driver. The effect of the cost of 
labor on the competition of tractors and horses revealed by the following discussion 
would appear larger if the total cost of labor were considered. 

* The small “Farmall” only recently put on the market and similar tractors produced 


in Europe are not considered in this study owing to scarcity of data. Yet, as a rule, these 
tractors, too, save driver's time, 
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The saving in cost of labor which can be made by utilizing tractors 
shows considerable variations depending on (1) the wage level, (2) the 
size of the replaced team, (3) the size of the tractor, and (4) the feasibility 
of employing gainfully the lapor set free by using tractors. 
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(Figure used by courtesy of the U. S. Dept. of Agric.) 





*The power of a general purpose tractor with 10-11 adjusted drawbar HLP. was | 
assumed to be equivalent to the power of seven horses. Driver's wages $.15 per hour. | 
Four horses are driven by one man. 


(1). At wages of $.15 per hour, used in Figure III, the saving on drivers’ 
pay per tractor hour for the assumed size of tractors and teams amounts . 
to $.1125; j.e., to 18.8 per cent of the cost of the work of the tractor used 
500 hours annually. In the Corn Belt, $.15 per hour, of course, is a typical ` 
wage for the severest depression. In the years of prosperity, the cost of 
an hour’s work of a general purpose tractor doing the work of 7 horses, on 
the average, was equal to about $.70, while a man’s hour was worth about 
$.30. Assuming again 4 horses per team, the saving on labor per tractor 
hour at that time amounted to $.225 or to 32 per cent of the cost of tractor . 
power as against 18.8 per cent for the second half of 1933. 

(2) and (3). It is obvious that the saving from the utilization of tractors 


“The effect of the saving on Jabor on the competition of tractors and horses is 
most clearly shown by computing the saving in percentage of the cost of tractor power. 
By this procedure the effect of saving on labor becomes comparable with the effect of | 
the other factors. 
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is reduced as the number of horses per team is increased: The increase in 
the size of tractors has the opposite effect. The number of horses per team 
depends on many factors. It is affected by the size of farms, the kind of 
work, the efficiency of the driver, etc. There also is a remarkable relation 
between the size of teams and the wage level, the size of the team tending 
upward with the increase in wages. The size of the tractor depends mainly 
on the assortment of crops, while the wage rate is of small significance 
in this case. 

The saving of the drivers’ time is most important where wages are 
high; while the number of horses per team is kept small by the size of the 
farms or by some other factor. The fruit farmers in the Newfane-Olcott 
area, studied by LaMont,™ usually operate two-horse teams. At the time 
of the study, the cost of a horse hour was $.18, the cost of a man hour 
about $.40. Although the tractors employed on those farms did the work 
of only 4 horses (on an hour per hour basis), the saving on labor was as 
high as 53 per cent of the cost of tractor work. 

A tractor performing the work of only 4 horses will not effect any saving 
on driver's wages on an average Corn Belt farm, since the average teams 
on those farms usually consist of a similar number of horses. The effect 
of the increased number of horses in the team is so great that the saving 
on labor in the Corn Belt would be smaller than on the New York fruit 
farms, even if the four-horse teams were replaced by tractors doing the 
work of 7 horses (instead of 4), and if wages in the Corn Belt were as 
high as they were on the fruit farms. _ 

Thus, we come again across a rather surprising fact: the saving on labor 
made possible by operating large crawlers in the Pacific Northwest is con- 
siderably less important as a factor determining the competition of tractor 
and horses than the saving on labor made possible by operating tractors 
doing the work of but 4 horses on the New York fruit farms. 

(4). Many farmers buy tractors in order to increase their leisure and in 
prosperous times are even prepared to pay for this advantage. However, 
the opportunity to save labor by operating tractors has a great economic 
effect only if the saved labor may be converted into a pecuniary saving, 
either by dispensing with the labor set free or by employing it gainfully 
on the same farm or in some other work. On large farms (large on the 
basis of labor requirements), the labor released by the utilization of tractors 
usually can be disposed of. Farms with small labor requirements, however, 
are not always able to find a gainful employment for his labor. 

High cost of tractor work on small farms usually is stressed as another 
important obstacle to the profitable utilization of tractors. This problem 
bears primarily on the annual hours of utilization per horse, but, since it has 


= “Fruit Farm Management,’ Cornell Agricultural Experiment Station Bulletin 219, 
1932. 
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also some bearing on the cost of labor, it is more conveniently treated here. 
The contention that tractor power costs the small farmer more than it does 
the large one is true. Yet horse power costs him more, too, particularly in 
regions where large farmers are able to extend the number of work hours 
per horse and year beyond the limit attainable by small farmers, or where 
large farmers operate considerably larger teams than those used on small 
farms. Greater variations in the annual work per horse are found in regions 
where feed is expensive, since the high cost of horse keeping provides a 
strong stimulus for extending the annual utilization of horses as far as 
possible, and it is easier for larger farms to extend this than for smaller 
ones. In the Cotton Belt, for instance, the variations in the annual work per 
horse between large and small farms are greater than they are in the Corn 
Belt. Although smallness of farms is a considerable obstacle to tractor utili- 
zation, if feed and wages are at a high level, it is not an insurmountable 
one. The wide use of tractors on small farms of the Northeastern States 
(very high wages, fairly expensive feed) and in Switzerland (very expen- — 
sive feed, moderately high wages) is a good example of this reasoning. 
Smallness of farms seems to exclude tractor utilization definitely only where 
it is combined with low wages and cheap feed. | 

Let us now consider the variations in the factors affecting the saving 
on labor in various parts of the world. As regards the wage level of agri- 
cultural workers, Australia, the United States, and Canada have the lead. 
In time of prosperity, wages in the eastern states of this country were about 
three times as high as in Switzerland, which was probably the country with 
the highest wages on the European continent. 

The United States has the largest variations in the number of horses 
per team. On wheat farms in the Pacific Northwest, 6 to 10 horses compose 
the more usual team. In the hard winter wheat and hard spring wheat areas 
the most frequent number might be 5 to 6, while in the Corn Belt it prob- 
ably is 4 horses. The figure goes down to perhaps 2 to 4 in the eastern states, 
while in the South one mule is stil] the most common power unit. In western 
Europe a team usually consists of 2 horses, although one-horse teams are 
also found. The largest teams in the world are probably used on wheat 
farms of Australia, where the average is about 10 horses. The rather in- 
conspicuous difference in the size of teams reduces the variations in savings 
on labor between countries and regions with high and low wages far beyond 
the amount usually realized. Sometimes the situation is reversed. 

Let us assume that in the period of prosperity two-horse teams in Ger- 
many and four-horse teams in the Corn Belt were replaced by the tractor 
with 10-11 adjusted drawbar H.P. performing the work of 7 horses (on 
an hour per hour basis). With wages at $.30 per hour in the Corn Belt 
and at $.10 in Germany, the saving on labor would have been $.225 in 
this country and $.25 in Germany. The result becomes still more striking, if 
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instead of the German farmer we were to consider a cropper in the Cotton 
Belt who works with one mule and who before the depression earned about 
one and a half times the wage of a German agricultural worker. The utiliza- 
tion of the tractor with 10-11 drawbar H.P. would then have resulted in 
a saving of $.90 per hour in the South as against but $.225 in the Corn 
Belt and $.25 in Germany. 

Smallness of farms combined with low wage rates must be regarded 
as the main reason why only few tractors are found in Asta. The same com- 
bination explains the limited use of tractors in many countries of Europe 
and some countries of Africa and America. Smallness of farms is also a 
factor affecting tractor utilization on cotton farms in the South of this 
country, where wages are not very low as compared with those paid in many 
other countries. 


The Indirect Effects of the Wage Level 


The wide variations in the amount of the annual utilization of a horse 
(or tractor) are the result of both natural (temperature, rainfall, length 
of the growing season, severity of the winter, etc.) and economic (level 
of wages, price relation of various products, etc.) conditions. 

In semi-arid regions where nothing but small grains can be grown, nat- 
ural conditions are the determining factor for the number of hours that 
horses (and tractors) can be used during the year. Where nature does not 
impose such rigid restrictions on the crop production, the annual utilization 
per horse (or tractor) is primarily determined by economic conditions. The 
higher the wage level, the more all lines of production tend toward special- 
ization, and specialization in crop production usually means small utilization 
per horse (and tractor). The difference in the length of time the power is 
used during the year between regions with high and low wages frequently 
assumes great proportions. For high wages preclude the large-scale pro- 
duction of roots and tubers for utilization as feed, and the combination of 
roots and tubers with grain is favorable to a large number of work hours 
per horse. 

Farms the world over tend toward a size which can be conveniently 
worked by one family. The proportion of the amount of power to the 
amount of labor used on farms generally is small where the wage level 
is low. Small also is the amount of power spent per farm, acreage, produc- 
tion, etc. Hence the impediment to tractor utilization arising from the small- 
ness of the farm business is to a large extent simply the effect of the wage 
level. 

Thus, the wage level influences the competition of tractors and horses in 
two ways: directly, by affecting the cost of labor spent in attending to the 
power; and, indirectly, by affecting the annual utilization per horse and 
the size of the farm business. If the direct and the indirect effects of the 


722 ` Naum Jasny | December 


` wage level were considered, it undoubtedly would become the most im- 
portant single factor determining the competition of tractors and horses. 
Thus, the contention of those authors who maintain this point of view 
would be affirmed, though primarily in a roundabout way that they possibly 
do not think of. However, a sharp distinction between the direct and in- 
direct effects of the wage level is indispensable for a clear understanding 
of the reasons determining the competitive power of tractors and horses. 
This justifies our former statement that the annual work per horse, as it 
is determined both by natural and economic conditions, is the most im- 
portant single factor in the competition of tractors and horses.7¢ 


Tractor Utilization by Countries 


The United States as a whole: Belongs to the countries with the largest tractor utilization. 

"Reasons in favor of tractors: Cheap tractors; cheap fuel and lubricants; efficient care; 
small annual work per horse; high wages. 

Districts in the United States. 

(1) Hard winter and hard spring wheat sections: Tractors widely used. 

In favor: The same as for the whole country, with annual work per horse still smaller 
than on the average for the country; the crops produced permit the utilization of 
large tractors; large farms; utilization of the combine.” 

Against: Feed and horses cheap; utilization of big teams feasible. 

(2) Wheat areas in the Pacific Northwest: Tractors widely used. 

In favor: The same as the other wheat sections, with farms particularly large; the 
largest tractors are being used; exclusive utilization of the combine for harvesting. 

Against: Feed and horses cheap; rolling topography; biggest teams in the country. 

(3) Corn Belt: Great use of tractors. 

In favor: The same as for the country as a whole. 

Against: Cheap horses and feed; large tractors cannot be used as the main source of 
power owing to the assortment of crops produced; fairly large teams used. 

(4) Rice area in Louisiana: Extensive utilization of tractors. 

In favor: Cheap tractors; cheap fuel and lubricants; particularly small annual work per 
horse; fairly high prices of feed and mules. 

Against: Large tractors not adapted to size of fields; wages not as high as in the previous 
sections. 

(5) Northeastern States: Great use of tractors. 

In favor: The same as for the whole country with wages particularly high; feed rather 
expensive. 

Against: Only small tractors can be used owing to the assortment of crops; small farms. 

(6) Cotton Belt: Tractors used little. 

In favor: Rather high cost of feed and mules, 

Against: Annual work per horse comparatively large; moderate wages enhanced in 
their effect by the seasonal distribution of labor requirements (peak at harvest time, 


“Tack of space prevents discussing other factors affecting competition of horses and 
tractors, such as topography, quality of soil, seasonal distribution of power requirement, 
etc. The most outstanding instance of the effect of the seasonal distribution of labor 
requirement on the profitableness of tractor utilization is the fact that in production of 
cotton a high peak of labor requirement coincides with the time when little power 
work is done, while there is an excess of labor at the time when the power is used in- 
tensively; hence, the great saving of labor attainable by utilizing tractors remains without 
great practical effect. 

™ The tractor is a particularly appropriate power for drawing the combine. 

* The word “low’’ must be reserved for some other countries, 


cle ~ 
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when little power is required); poor care for tractors; poverty; general backwardness. 
Prairie Provinces of Canada: Heavy use of tractors. 

In favor: High wages; severe winter; small annual work per horse; assortment of crops 
grown permits the utilization of large tractors; large farms. 

Against: Cheap horses and feed; large teams used. 

Wheat sections of Argentina: Tractors used much less than in the United States and 
Canada but considerably more than in western Europe. 

In favor: Small annual work per horse; large tractors can be used in many regions; 
many combines; large farms. 

Against: Moderate wages; particularly low cost of horses and feed; little care for horses 
necessary; rather high cost of tractors and fuel. 

Australia: Many tractors are used, but, with the possible exception of tractors with 
Diesels, have become unprofitable during the depression.” 

In favor: Very high wage level; small annual work per horse, although probably ap- 
preciably larger than in the wheat regions of Canada and the United States; large 
tractors used; large farms. 

Against: Expensive tractors and fuel; very cheap horses and feed; small amount of care 
for horses necessary; biggest teams used. 

Russia’s grain-surplus areas: Many tractors used, 

In favor; Rigid limitations imposed on the annual work per horse by climate; tractors 
and fuel cheap; large farms, assortment of crops in important sections permits utiliza- 
tion of large tractors. 

Against: Extremely low wage level; wages of tractor ‘driver considerably higher than 
those of horse driver; very poor handling of tractors. 

The particular conditions of the “socialization” of agriculture are driving mechan- 
ization beyond the limit warranted by natural and economic conditions. 
Hungary: Fairly large use of tractors (or steam engines). 

In favor; Annual work per horse larger than in Russia, but still small; many large farms. 

Against: Low wages; horses not expensive; feed mostly on an export basis. 

Great Britain: Tractor utilization rather small, but considerably larger than in Germany 
and similar countries. 

In favor: Highest wages in Europe; owing to specialization considerably smaller amount 
of work per horse and year than in other countries of northwestern Europe. 

Against: As compared with exporting countries annual work per horse large; feed 
rather cheap; seasonal distribution of power requirement (rather ABe production 
of roots) favors horses. 

Germany: Tractor utilization almost negligible. 

In favor: High cost of horses and feed. 

Against: Low wages, although somewhat higher than in the Danubian countries; par- 
ticularly large annual work per horse; many very small farms; cost of tractors and 
fuel higher than in Great Britain. 

NAUM JASNY 

Washington, D.C. 


“The situation in Argentina must be similar. In other countries considered in the 
text the change in the competitive power of the tractor is probably not so strong. 


COMMUNICAT ION 
Fallacies of “Social Credit” 


The subject of “Social Credit,” so called, has been brought to the attention 
of bankers and other citizens of the United States and Canada by recent events 
in the province of Alberta. In the provincial elections in September the social- 
credit party was successful and the leading proponent of “The New Economics,” 
Mr. Aberhart, was chosen premier with a great majority behind him. 

The undersigned, a certified public accountant, has published in the June and 
September, 1935, issues of The Bankers Magazine articles refuting the main 
tenets of Major C. H. Douglas of London, England, the originator of the move- 
ment which is now nearly world-wide. 

On September 4, 1935, Major Douglas wrote to a Boston publication criticiz- 
ing arguments set forth by the undersigned in these articles. These arguments 
disproved the assertion continuously made by the Major and his disciples that 
“Bankers create money by strokes of their pens from nothing” and that “banks 
acquire securities (stocks and bonds) for nothing,” through credits created by 
the banks “out of thin air.” Any intelligent hae acquainted with the actualittes 
and necessities of banking practices here and in Great Britain should be convinced 
of the error of such statements on their face, but the constant insistence by the 
supporters of “The New Economics” upon the verity of these allegations has 
misled thousands of sincere but uninformed persons into believing that these 
assertions are true. 

In Major Douglas’s letter of September 4, which referred to the second asser- 
tion quoted above, he says: “In case of a central bank, the securities are bought 
with a draft upon itself, which merely amounts to increasing the cash available 
when it is deposited in a joint stock bank (or, in the United States, national 
bank). In the case of these latter types of institutions, the decrease in the bank 
cash, if any takes place, is represented in a short interval of time by a deposit 
in the cash of some other bank, the net result being that the banks as a whole 
have lost no cash but have acquired securities from the public, both their labili- 
ties and assets being increased by an equal amount and their cash ratio being 
possibly lowered. So long as these liabilities have only to be met by cheque 
transactions, which ts dai seating the case, the process can be carried on 
to any extent, but as has frequently been noted, is usually kept to a ratio of 
about ten dollars’ credit money to one dollar cash. In the case of a central bank, 
even this provision is not involved.” 

An analysis of the Major’s contention—the wording of which is ambiguous— 
should deal with these assertions seriatim, viz.: “The securities are bought with 
a draft upon itself, which merely amounts to increasing the cash available when 
it is deposited in a joint stock bank (or, in the United States, national bank).” 
That is to say, the bank delivers to the seller of the securities a draft upon itself 
for the price of the securities. The seller (X) receives the draft’ He may then 
(1) present the draft at Bank (A) and call for legal tender money to be paid 
over the counter to him, or, (2) he may—as Major Douglas ifies—deposit 
the draft to his own credit account in Joint Stock Bank (B). If he chooses the 
first method, it is evident that the payment of the draft by the bank reduces the 
cash assets of the bank by the amount of the draft (cash over the counter). If 
he adopts the second method, he increases his credit account at his own bank. 

By accepting the draft and posting its value to the credit of X, the joint 
stock bank acknowledges its liability to X for that amount. After depositing it 
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X could demand cash over the counter if he desired. He decides, the Major says, 
to leave the deposit in his Bank (B) and to draw his own checks against this 
credit whenever he desires to do so. Joint Stock Bank (B) having credited his 
account, now charges the account of the central bank, which must make its draft 
good by payment either in cash to the joint stock bank or, through “clearing,” 
which increases the latter's credit at the central bank, 7.e., increases the liability 
of that bank to the joint stock bank. The offset to this increase of the central 
bank’s liability is the asset account of the securities bought. 

The central bank’s accounts now show an increase of assets, the securities (say 
£10,000) and an increase of liabilities (the credit to the joint stock bank, 
£10,000). The books are in balance and the central bank owes the joint stock 
the £10,000. Meanwhile the joint stock bank sets up its increase of available cash 
(at the central bank) as an asset and also the credit to X’s deposit account as a 
liability; and its books are also in balance. There has been no gain to either 
bank, nor to the seller, in these transactions. The latter, X, is minus his securities 
but plus his i a. at the joint stock—both £10,000. The joint stock ts in 
debt to the seller but has acquired equal credit (available cash) at the central bank. 
The latter has the securities as an asset, but owes the joint stock for them. 

If the joint stock should demand legal tender of the central it would receive 
it and with it might pay the checks of the seller X as they come. in. The central 
as we see, is minus cash £10,000, but plus securities, £10,000. There has been 
absolutely no gain to either bank by these transactions (eliminating interest) — 
no “creation of money out of thin air,” as Major Douglas asserts and as his 
disciples continually claim. 

In his next phrase the Major is equally in error; he says: “The banks as a 
whole have lost no cash but have acquired securities from the public,” ż.e., for 
nothing. Could any statement be more inaccurate? Is the seller X surrendering 
his securities unless he is paid for them in cash, or equivalent? Of course he 
a paid for them and thereby the bank’s cash is decreased accordingly as fol- 
ows: The first step of Sak res is the draft. The second is the seller’s de- 
posit of the draft to his credit. The third-is his demand (1) for cash over the 
counter which would square his account. The joint stock bank covers its loss of this 
cash by demanding through “clearing,” that the central bank shall stand this 
loss by giving B corresponding credit. B’s accounts are thereby balanced. Central 
has now paid for the securities in cash through the joint stock to the seller. There 
is no “acquiring of securities for nothing” whether bought in lots of £100, or of 
£10,000,000, 

If the seller ee (2) to let his deposit stand—not demand immediate cash 
for it—the results are exactly the same in the end. The joint stock pan for every 
check that X draws, pays it in cash (if demanded) or by loss of credit at the 
other banks as the cheques come through “clearing.” Every check is paid for 
out of good assets and the paying bank is that much poorer in cash. 

The Major's hocus-pocus in asserting that “the decrease in the bank cash, if 
any takes place, is represented in a short interval of time by a deposit in the cash 
of some other bank,” is equally fantastic. Take the simplest case: The seller X 
cashes the draft (£10,000) and the central’s cash assets are reduced that much. 
The seller has the cash and the bank has the securities, all square. Now the 
seller deposits this cash at some other bank and for it gets a deposit account. The 
cash comes back into the whole bank system but the central itself is £10,000 
poorer. Bank (B) that gets this cash, increases its assets and also its liabilities 
(by its debt to X—his deposit account). The latter, X, draws checks to his busi- 
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ness creditors who deposit these checks in their own banks. These banks acknowl- 
edge their debts to these depositors by setting up “deposit accounts” and collect- 
ing from the bank against which the checks have been drawn. These new de- 
posit accounts are checked out to still other deposit accounts in other banks and 
ag oy goes on endlessly. 


hen the securities mature and the original bank collects for them, the re- 
verse process is set in motion. All the intervening time, however long, these © 


liabilities RRAS balances) in total are offset exactly by the securities 

(assets) at the central bank. There are £10,000 assets (securities) offset by 

£10,000 balances of deposit-account liabilities in all of the banks which have 
handled these checks. 

_ No money has been gained. None has been lost. No deposits, (bank ‘debts) 

have been permanently increased in total. No net gain has developed (other 

than interest) ; no “creation of money” has occurred ; there has been no “acquiring 


of securities for nothing,” as “Social Credit” erroneously avers. Major Douglas’s | 


claim is futile. He does not “think through.” Every practical banker and every 


capable economist is merely amused by such naive assertions, but the effect of 


them upon untrained, even a intelligent, minds is demoralizing. The 
hypotheses of “Social Credit” based upon such utterly erroneous premises are ac- 
cepted by multitudes of sincere people who have suffered severely in the present 
depression and are ready for some new evangel which may lighten their burdens. 
“Social Credit,” like Townsendism and Long’s ‘‘share-our-wealth” pora 
appeals by its promises of national dividends and national discounts on all retail 
purchases—to be provided by government ukases and issues of “social-credit 


certificates” based only upon “general credit” of the government through a na- ` 


tional credit account. 
The dangerous character of “Social Credit’s’” propaganda needs to be under- 
stood by intelligent people and such fallacious proposals combatted. 


This exposition is equally true in the case of a loan allowed by a banker to 
a customer. Far from “creating money by a stroke of the banker's pore as 
Major Douglas alleges (through setting up a deposit account to the credit of the 
customer on the bank’s books against which the customer may draw checks) the 
banker, by the “deposit account,” merely records a debt of the bank to the cus- 
tomer. The banker takes (buys) the customer’s note but does not pay for it in 
cash at once. Instead, the banker enters this debt as a “deposit” and agrees 
to honor the checks of the customer as they appear. This the banker must do 
and he must pay for every one of these checks out of the bank’s cash assets. 


If some of these checks are “cashed,” the bank plainly pays out currency over. 


the counter and thereby reduces its cash assets. This is evident. If the checks 
come in to Bank (A) from other banks “B,” “C,” etc., the bank pays for them 
just the same, through the reduction of the bank’s credits with the other banks, 
or with the central bank. 


When all the customer’s checks have been honored by Bank A, the customer’s ' 


note has then been fully paid for and the bank owns it free and clear. 

The total reductions of the bank’s cash assets are exactly equal to the value 
of the note. There has been no gain of assets for the bank; no “creation of 
money’; no magic strokes of the banker’s pen. An earning asset (the note) has 
been bought by the bank and paid for out of its accumulated cash assets. 

When the note matures and is paid by the customer, he repays the bank for 
the loss of its assets at the time the note was acquired. The customer pays by 
check upon his bank (B) whereby his deposit account there is reduced and thereby 


ta- 
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the total of all deposit accounts in all banks is correspondingly diminished, ex- 
actly offsetting the original increase of such “deposits” when the note was ac- 
uired, 

i There is no essential difference between the purchasing of securities and the 
making of loans by promissory notes. Both securities and notes are records of 
debts. Notes are usually short-time debts ; securities (stocks and bonds) are usually 
long-time debts. The bank’s entries are identical in both cases. What occurs is ac- 
tually a transfer of one kind of debt (the note or the security) for another kind of 
debt (the bank’s liability to the seller) as disclosed by the deposit account. The 
latter form of debt is spendable through the use of checks. The former is not 
spendable. This is to say, the transaction consists of a swap of debts. 

When the note is finally paid, or the security matures, there is a corresponding 
swap of assets—-the bank surrenders the note and receives the borrower's check 
or cash. The only gain arises from the interest paid by the borrower for the 
preat convenience of having a deposit account, which enables him to pay his 
own liabilities by checks instead of by currency, by post office money orders, or 
otherwise. 

Harvey S. CHASE 

South Hamilton, Massachusetts 


REVIEWS AND NEW BOOKS 


General Works, Theory and Its History 


Karl Marx and Friedrich Engels: Correspondence, 1846-1895. A Selection 
with Commentary and Notes, Translated and edited by DONA TORR. 
(New York: Internat. Pubs. 1935. Pp. xvii, 551. $3.75.) 


This volume has a rather interesting history. Some time before the out- 
break of ‘the World War, Lenin developed a keen interest in the Marx 
and Engels letters and actively encouraged their collection and publication. 
The Gesamiaus gabe, published by the Marx-Engels-Lenin Institute contains 
more than 1,500 of the letters exchanged between Marx and Engels. In 
addition to these, the Institute collection includes a large number of letters 
written by Marx and Engels to other correspondents. A volume of selections 
from the Gesamtausgabe, edited by V. Adoratsky, appeared last year. The 
work under review is an English translation of the Adoratsky selections, 
with the addition of 16 letters having special interest for students of the 
working-class movement in England and America. The book contains 234 
letters, or extracts from letters, the majority of them having passed between 
Marx and Engels. The translation and editing is the work of Dona Torr. 

These letters reveal in a striking way the remarkable friendship of Marx 
and Engels. While Marx was a critic whose shafts were frequently directed 
against friends as well as foes, and whose life was strewn with misunder- 
standings and broken friendships, his harmonious relationship with Engels 
persisted to the last. In both his written work and practical policies, he con- 
stantly relied on Engels’ judgment. We may add that in these confidential 
letters that passed between the two men, it is enlightening to get Marx’s 
frank opinions of his contemporaries. Especially interesting are his refer- 
ences to Proudhon, Lassalle, Kugelmann, Bruno Bauer, Diihring, and 
Bakunin. . 

Readers will also find in this correspondence an intimate and fascinating 
history of the communist and socialist movements for the period represented. 
The selections bring out many significant details of the radical organizations 
and their activities and reveal in a striking way the effective strategy of 
Marx in carefully planning and directing the major offensives while at the 
same time giving the impression of remaining somewhat in the background. 
It is also possible to follow the adventures of Marx in his literary efforts. 
Many of the letters deal with the progress of his numerous manuscripts, in- 
cluding, of course, the material for Das Kapital. 

Most important, however, is the light thrown upon the basic ideas of 
Marxism. As might be expected, numerous passages are devoted to explain- 
ing the nature and importance of dialectics. There is also ample evidence 
that to the end of his life Marx thought in terms of socialism through 
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revolution. In several of the letters of both Marx and Engels, there are 
elaborate discussions of the economic interpretation of history; and all of 
the material clearly indicates that Marx was vastly more concerned with the 
process by which socialism might be achieved than with the details or 
technique of a socialistic system. 

The book bears evidence of patient and sympathetic editing and is te- 
plete with copious footnotes. Unfortunately, some of the footnotes suffer 
somewhat from an excess of editorial zeal. This, however, does not detract 
greatly from the value of the book, and on the whole, the translation should 
prove a useful addition to the Marxian literature available in English. 


J. E. MOFFAT 
Indiana University 


Corso di Economia Politica. By ACHILLE Loria. (Turin: Un. Tip.-Ed. 
Torinese. 1934. Pp. xl, 843. L. 70.) 

Dinamica Economica. By ACHILLE Loris, (Turin: Un. Tip.-Ed. Torinese. 
1935. Pp. 364. L. 25.) 


These two works are supplementary statements of Professor Loria’s views. 
The larger one is a new edition of a widely read text, originally redacted 
from the author’s lectures at Turin. He is not content to describe modern 
economic organization and explain it in theoretical terms, but includes a 
theory of economic evolution and a critical discussion of economic ideas 
as well. As a text it has conspicuous merits. Facts selected from the experi- 
ence of all European countries, America and elsewhere, are used to illus- 
trate general problems and are codrdinated with theories. There are few 
really dull places, an exceptional achievement for a textbook. The present 
edition differs from the previous one by the addition of some new data and 
references, but the body of the work is unchanged. The subtitle indicating 
extended treatment of the corporative system is misleading since the fascist 
economic policy is given only scant attention incidentally to other problems. 

Only a few elements of Loria’s doctrine can be stated here. His attempt 
to combine classical theory with a historism colored by his sympathy for the 
Marxian philosophy and criticism of capitalism, leads to an oversimplified 
schematization of historical data and an emphasis on institutional changes 
in the purely theoretical chapters, which make his positive doctrine rather 

unclear. He holds that the course of economic development is conditioned in 
- the main by the necessity of devising better methods of organization as a 
‘population of increasing density is compelled to use poorer resources. Thus 
there is a transition from communism to slave labor, to serfdom, to free 
labor and eventually to free capitalistic enterprise, a process through which 
older countries have passed and which is reproduced more rapidly in new 
ones. This theory is supported by a formidable array of facts, but its validity 
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may well be questioned on the basis of some of the evidence adduced, e.g., 
that communism was prevalent in the American colonies, and that subse- 
quent developments here were closely analogous. to the changes of the 
economic system of Europe in the last thousand years or so. There is of 
necessity a large element of the conjectural in theories of the economic 
institutions of prehistoric times. The history of capitalism is divided into 
two periods. In the formative or “systematic” capitalism, wages were kept 
at a subsistence minimum by deliberate action, long hours, child labor, 
mercantilistic regulation, monetary inflation and so on, whereas modern 
capitalism favors high wages and full employment. And so there is progress. 

The theories of value and distribution presented are simpler even than 
those of American texts, although the presentation is far more scholarly. 
Criticism is directed for the most’ part against the theories of the early and 
middle nineteenth century, and Loria’s own formulations are of approx- _ 
imately the Mill vintage. Some of the inconsistencies and obscurities are 
glaring. Thus, after rejecting abstinence in interest theory, he concludes that 
the return on capital must be high enough to induce the capitalist to ac- 
cumulate wealth. Automatic (fully developed) capitalism sets wages at a 
point which yields the employers the greatest net return, evidently a higher 
real rate than the subsistence minimum, but there is no further elaboration 
of this locus. 


Economic Dynamics is a theoretical study of the variation of economic 
_ phenomena under modern conditions, interpreting the term dynamics in 
the broadest sense, to include many matters treated by the Marshallians 
as conditions of equilibrium. Both quantitative and qualitative aspects of 
“spontaneous” and “systematic” changes are considered. Systematic changes 
are those brought about by deliberate group action to transform economic 
structures or to modify policies or practice. The spontaneous variations are 
those resulting from the interaction of normal economic forces. The most 
recent and important literature relating to each variation is discussed and the 
parts regarded as valid combined into a new statement. While there is some 
discussion of statistical method, e.g., correlation, no use of advanced statisti- 
cal techniques is made in reaching conclusions, although there are abundant 
statistical data introduced to illustrate theories. Contrary to his earlier dis- 
paragement of the mathematical school, in the present work Loria ventures 
the suggestion that the calculus of variations and tensor analysis may offer 
solutions to some problems which present apparent contradictions to ordi- 
nary analytic results. 

The details of the discussion must be omitted, and although the critical 
treatment of other writers is often valuable, few conclusions are reached 
which are new or which are at variance with Loria’s earlier position. Step 
by step he tries to demonstrate that there are limits to all variations, and — 
_ that even systematic changes show regularities which can be understood 
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in terms of laws of development. Recognizing that enormous changes have 
been taking place, he rejects the contentions of the relativists, particularists, 
and neo-romanticists to assert his positivistic faith in an orderly economic 
universe, which can be understood by logical analysis. Though change may 
require the reformulation periodically of (static) laws, it itself is a mani- 
festation of a more inclusive dynamic law. This study is intended as a 
contribution to the formulation of such dynamic laws, which are admittedly 
not fully discovered nor mutually consistent, but to which a possible clue 
is offered in the law of the association of labor mentioned above. Even those 
who cannot accept Loria’s conclusions or his metaphysical postulates will 
concede the interest of the analyses made and respect the extensive learning 
of the author. 
HENRY J. BITTERMANN 
Ohio State University 


Standische Theorie des Geldes. By Fritz OTTEL. (Jena: Fischer. 1934. 
Pp. vii, 192. RM. 10.50.) 


Dr. Othmar Spann, professor of sociology and economics at the university 
of Vienna, is the editor of this series of monographs Deutsche Beiträge zur 
Wirtschafts- und Gesellschaftslehre’” which has been appearing since 1926 
and of which the volume under review is No. 11. The series seems to be 
devoted primarily to the application of Professor Spann’s “universalist” 
theories to a variety of special problems concerning the history, philosophy 
and practice of economics. 

This “universalist” school of thought, which traces-its spiritual ancestry 
from Plato via the medieval scholastics and mystics to the German roman- 
ticists of the early nineteenth century (Fichte, Hegel, Adam Miiller, etc.), 
may be said to represent one of the many currents of the reaction of our 
time against the mechanistic materialism of a preceding age. Like Bergson, 
Spengler, the Gestalt psychologists and others, it insists again on a “whole” 
which is intrinsically not the sum of its parts. Society (that is the nation) 
according to this view—far from being a mechanical aggregate of equal 
individuals engaged in manipulating goods—is a spiritual and moral entity; 
its “parts” are qualitatively and functionally differentiated, organically inter- 
related groups, “estates”; the common characteristic of the individuals con- 
stituting the estates is not primarily their occupation or economic status, but 
their “degree of spirituality,” the measure to which they contribute to or 
participate in the spiritual, intellectual, artistic, and political life of the 
nation. The science of such living social organisms has little or no use for 
the methods and categories of the physical sciences—causal relations in 
indifferent space and time, and their mathematical formulation—adequate 
and desirable though they seem to an atomistic, mechanistic conception of 
society. 


This school seems to have gained considerable strength in Austria and 
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to a minor extent in Germany, to judge from the growing number of 
authors, books, and periodicals representing it, while writers in this country 
are seemingly giving but scant attention to the movement. This may have 
partly linguistic reasons due to the fact that the universalists write in a 
language peculiarly theirt own, of which adequate translations seem most 
difħcult. (To this reviewers knowledge only one of Professor Spann’s 
numerous books, A History of Economics, 19th ed., has appeared in English, 
in 1930; and in it the chapter on universalist doctrine seems a veritable 
model of unintelligibility.) Yet the inaccessibility of some of these writings 
is regrettable; for their profound revaluation of social values is thought- 
provoking, if nothing else, and in particular is it helpful toward a deeper 
understanding of the present-day social and political developments in 
Europe. ; 

In Chapters I-III Dr. Ottel expounds universalist ideas on money and 
value. Money is in its essential nature prior to and independent of any 
actual exchange of goods and services; it is a creative principle, the coördi- 
nator of means toward ends,” “capital of higher order,” on a par with such 
institutions as laws, customs, treaties, that is, a regulator of economic life 


rather than a particular phase of it. As to theories of the value of money, the | 


author disagrees altogether with the older Austrian school and its “individ- 
ualistic” (and hence mistaken) views of subjectively determined values in 
terms of marginal utilities; he disagrees just as widely with the commodity 
theory of money, and all but rejects the “mechanical” quantity theory of 
money. According to him the social structure as a whole has to be considered 
before we reach the understanding of money value, since the latter depends 
on the amounts of all the other forms of capital of higher order. Chapter IV, 
“On correct money creation,” contains the thesis from which the book 
derives its title. Based on Spann’s ideas on Standische Gliederung (social 
organization by estates and gilds) the author advocates credit institutions 
organized as integral parts of the gilds which, equipped with certain taxing 
powers, are to administer credit—not like actual banks according to mere 
estimated profitability, but with a view to social values and the social needs 
of the estates as a whole and as a member of the larger whole, the nation. 

There is an abundance of references to the theories and views of many 
different writers on the subjects of money and value, but little or no refer- 
ence to any actual or potential attempts of organization in the direction here 
advocated such as might perhaps be found in the corporative state of fascist 
Italy, or in the Third Reich, or in some forms of soviet organizations, or 
even in the “unredeemed” capitalist countries. 

In this connection it is of interest to hear that just now the Austrian 
government has decreed the comprehensive organization of gilds, so far 
47 in number. 

JOHN V. SPIELMANS 

Chicago, Ilinois 
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NEW BOOKS 


ALBRECHT, G. Ejnfäbrung in die Volkswirtschaftslehre, (Jena: Fischer. 1935. 


Pp. iv, 137. RM. 5.) 


BARTON, J., Condition of the labouring classes of society. Reprint of economic 


tracts, edited by JacoB H. HOLLANDER. (Baltimore: Johns Hopkins Press. 
1934. Pp. 69. $1.) 

In reprinting this early nineteenth century pamphlet the title has been 
shortened so as to mislead the casual reader as to the nature of the contents. 
John Barton has little to say of the condition of the laboring classes. He is 
arguing with Ricardo, Malthus and Smith about the “circumstances which in- 
fluence” their condition. The “circumstances” were the introduction of machin- 
ery which Smith and Ricardo regarded as advantageous to the wage-earner 
in spite of the inconvenience of removal from one employment to another. 

Barton in 1817 made a distinction between the effect on wages of an increase 
of circulating and of fixed capital and argued that the increase in the latter 
alone would have no effect in increasing the demand for labor. Professor Hol- 
lander, the editor of the series of tracts of which this is one, believes that 


- Barton “paved the way” for Ricardo’s change of opinion on this matter. The 


pamphlet reveals many of the absurdities of classical rationalization on the 
relationship of wages, capital accumulation and population. The gem of the 
lot 1s Barton’s own statement that “the remarkable increase of population 
which has taken mae not only in England, but in almost every European 
state, during the last fifty or sixty years, has perhaps proceeded from the in- 
creased productiveness of the American mines” (p. 26). 

NORMAN J. WARE 


Carns, H. Law and the social sciences. (New York: Harcourt Brace. 1935. Pp. 


xiv, 277. $4.) 


Mr. Cairns deals in separate chapters with the relationships between law and 
the subjects of anthropology, economics, sociology, psychology, and political 
theory, and the contributions they have made and may make to jurisprudence. 
His chapter on economics, to which about one-quarter of the volume is de- 
voted, discusses the scientific status of economics, property, contract, succes- 
sion, money-lending, taxation, the control of business, corporations, labor, the 
correlation of economic and legal principles, and the economic interpretation 
of legal history. He asserts that in its ideal economics does not dige from 
physics, chemistry or biology. The laws of the natural sciences are however 
marked by precision, universality and certainty, “and it is these characteristics 
which distinguish the natural sciences from the social sciences—to the dis- 
advantage of the social sciences.” In his opinion there is nevertheless no 
generic difference between the social sciences and the natural sciences. 

A large part of the chapter on economics is devoted to a discussion of the 
various theories of property and to the connection between the primitive ex- 
change of gifts and the modern contract. His treatment of the other subjects 
in the chapter is too brief to be more than suggestive. The economist will 
probably not find much that is new in this chapter, though he will be in- 
structed and stimulated by the chapters dealing with the other social sciences. 
It is not unlikely that specialists in the other fields will react similarly. Despite 
its brevity, the book is a valuable contribution to the important task of cor- 
relating the various social studies. 

EDWARD BERMAN 
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COPLAND, D. B. W. E. Hearn: first Australian economist. (Melbourne: Mel- 

bourne Univ. Press, 1935. Pp. 80.) 
The Murtagh Macrossan fee at the University of Queensland, 1935. 

FLEMING, P. G. The economics of American business: a study of the economic 
principles in modern business practice. Rev. ed. (New York: Harper. 1935. 
Pp. 620. $4.) 

GRAZIADEI, A. Le capital et Vintérét: critiques aux théories de Marx. (Paris: 
Rieder. 1935. Pp. viti, 187. 25 fr.) 


The reader with expectations aroused by the title may suffer some disap- 
pointments. Le capital is not defined nor its function in the economic process 
given explicit consideration. L’intéré only is the theme, and the book opens 
with a discussion of two conceptions of it. Each of course implies an idea of 
capital but in both cases it is capital as a physical factor of production. Interest 
is considered only as something passing between borrower and lender, explicit 
or contract interest; but interest on every class of loan, it is asserted, must be 
covered by one theory. Marx is mildly censured for omitting consumption 
loans. And this, except for one other omission charged against him, is the 
only black mark he gets. In spite of the subtitle, it is Böhm-Bawerk, Fisher, 
Cassel, Clark, and the abstinence theorists, not Marx, who receive the blows. 
The crucial problem of what determines the rate of interest receives no at- 
tention. The reader is given no warning, but gradually it dawns on him that ' 
the discussion is restricted to why thete is interest. 

It is the author’s opinion that interest as well as the “profit” from which it 
is derived, and land rent, which may find pecuniary expression as interest, is 
the outcome of our particular social organization including such matters as 
the comparative es of classes and private property. The argument ts not 
stated positively but by way of criticism of those aiming to substitute for the 
institutional grounds something universal and independent of any particular 
form of society, something like time preference, the pain of abstinence or wait- 
ing, the necessity of apportioning the existing quantity of capital to its most 
a arias uses, and the “productivity” of capital. 

n judging the book, however, allowance must be made for the fact that it 
is one of a series aiming at an evaluation of Marxian economics, at least one 
of the earlier publications bearing the same subtitle. In these earlier works the 
author ae the labor theory of value but argued that the idea of surplus 
value can be given a valid basis without it. He also argued that there is “ab- 
solute rent” (rent on all lands in use even the least productive) but rejected 
Marx’s explanation of it. These are some of the critiques aux théories de 
Marx which we miss in the present work. If his demonstration of an absolute 
rent could be accepted, that ape of rent would appear as based entirely on 
private property. But what of differential rent? And in regard to the other 
property income, profit including interest, the question ae e raised whether 
the rate of return on the value of factors devoted to providing for consumable 
income in a somewhat distant future is not a necessaty instrument of calcula- 
tion for every form of organization. Utopia of course may be rich enough to 
dispense with it. 

Ae for a discussion of what makes the rate of interest and profit, the omis; 
sion of which is somewhat like leaving Hamlet out of the play, that perhaps 
will be found in the next and final volume announced in the preface. We are 
told that it is to consider variations of the rate of interest under the action of 
demand and supply of capital, negative and zero interest, and questions re- 
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lating to profit and whether its rate shows a tendency to progressive decrease. 

The present volume, however, is worth reading even though it omits much 

and makes no major contribution. It contains some happy phrases and sug- 
estive vistas and is certainly not too long. 

£ y 8 G. A. KLEENE 


Hices, H. Bibliography of economics, 1751-1775. Prepared for the British 
Academy. (New York: Macmillan. Cambridge, England: Univ. Press. 1935. 
Pp. xxii, 742. $11.) 

HövEL, P. Grundfragen deutscher Wirtschaftspolitik. (Berlin: Julius Springer. 
1935. Pp. vu, 192. RM. 4.50.) 

JACOBSEN, J. Economtcal laws of nature. (Copenhagen: Author, St. Knudsvej 
14. 1935. Pp. 57. 3s. 6d.) 

JANZEN, C. C. and STEPHENSON, O. W. Everyday problems in economics. 
(Newark: Silver Burdett. 1935. Pp. 158. 60c.) 

A collection of elementary problems in which the practice material includes 
exercises of the completion type, the multiple-choice type and the true-false 


KERACHER, J. Economics for beginners: elementary economics in simple lan- 
guage. (Chicago: Kerr. 1935. Pp. 40. 10c.) 

Knapp, W. H. C. World dislocation and world recovery: agriculture as the touch- 
stone of the economic world events. (London: P. S. King. 1935. Pp. ix, 203. 
10s. 6d.) 


This is an English translation of a volume by a Dutch economist, originally 

ublished in 1933. It was awarded the Humbert-Marie José prize of the 

ternational Institute of Agriculture in Rome for its distinction in the field 
of international agricultural economics. Briefly the thesis of the author is that 
the world community is coming increasingly under the power of a “consuming- 
democracy,” with the result that we are headed for catastrophe unless radical 
changes are effected in our economic and social policy. Socialism offers no 
remedy for world dislocation; this is to be sought within the framework of 
the ae capitalistic order. Agriculture forms the natural basis of the 
whole of society, and this fact is largely ignored with serious detriment in 
the present stage of world history. The principal ills of the economic and 
social order are attributable to the extent of its departure from a laissez-faire 
régime. Hence, “the community can only be saved by restoring natural order. 
And this is only possible when there is free competition in every section of 
industrial life.” the analysis is an able one from the standpoint of theoretical 
economics. It presents mainly the European point of view, Holland in par- 
ticular, and was written before the Agricultural Adjustment Administration 


was established in the United States. WILSON GEE 


Marx, K. Wage-labor and capital, Rev. translation. (Chicago: Kerr. 1935. Pp. 
59. 10c.) 

PRION, W. Die Lehre vom Wirtschafisbetrieb (allgemeine Betriebswirischafts- 
lebre. Buch I. Der Wirtschaftsbetrieb im Rahmen der Gesamtwirischaft. Buch 
Il. Der Wirtschaftsbetrieb als Wirtschaft (Unternehmung). Buch II. Der 
Wirtschaftsbetrieb als Betrieb (Arbeit), (Berlin: Julius Springer. 1935. Pp. 
viii, 162; iv, 217; 220.) 

Pütz, T. Das Bild des Unternehmers in der Nationalökonomie. (Jena: Fischer. 
1935. Pp. viii, 144. RM. 6.) 
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RING, SISTER M. I. Villeneuve-Bargemont: precursor of modern social Cathol- 
1c1sm, 1784-1850. (Milwaukee: Bruce Pub. Co. 1935. Pp. xxxiii, 265. $3.50.) 


This is an interesting account of a distinguished administrator and social 
reformer of the first half of the nineteenth century who, as the author shows, 
takes precedence of Bishop von Ketteler as precursor of the social philosophy 
of the Roman Catholic a Although Villeneuve-Bargemont held Adam 
Smith and J. B. Say in high esteem—and even Malthus who, as he said, “pro- 
claimed sorrowful though striking truths” —he criticized them severely on sev- 
eral counts: because of laying undue stress on production as compared with 
needs, treating human labor as a mere commodity, regarding professional labor 
as unproductive, and lacking special direction, for social work. Yet much of 
this criticism seems to be beside the mark, for those economists were trying 
to create a positive rather than a normative science and, therefore, gave chief 
attention to what is rather than what should be. Certainly, the author of The 
Theory of Moral Sentiments was well aware of the ethical aspects of all hu- 
man activity although, as Alexander Gray puts it, “Like most Scots, Adam 
Smith did not easily wear his soul on his sleeve.” 

Villeneuve-Bargemont’s contributions to economic theory were negligible, 
but he was a pioneer in the scientific study of poverty and the formulation of 
definite plans for the amelioration of social conditions. His survey of pauper- 
ism and beggary in Europe was a notable achievement, and his program for 
counteracting the evil effects of capitalism so closely resembles the celebrated 
encyclical Rerum Novarum, issued by Pope Leo XIII in the year 1891, that it 
looks as though the latter work might have been partly borrowed from the 
former. But, of course, both agree with the traditional social doctrine of the 
Catholic Church formulated long ago by St. Thomas Aquinas. 

Villeneuve-Bargemont strongly advocated the belated and inadequate labor 
law of 1841, Sabihing a maximum working day of eight hours in factories 
for children under eight years of age, and favored increased appropriation of 
public funds for poor relief, but, like most economists of his time, he did not 
expect much from governmental intervention. He appealed rather to the good 
will of Christian employers for better wages, conditions of work, and other 
reforms, An aristocrat, like Von Ketteler, he was essentially conservative, up- 
holding the sanctity of private property and the Christian doctrine of steward- 
ship. It would be hard to improve upon his definition, negatively stated, of 
a sufficient wage: 

“That salary is insufficient that does not furnish the worker with the rea- 
sonable essentials of life, as demanded by the habits and exigencies of the 
country in which he lives; the means to exist fitly, 7.e., to have healthful food; 
warm, comfortable clothing; ventilated dwellings affording proper protection 
from the rigors of the seasons; means to support and raise a family and to make 


provision for sickness and old age. J. E. LEROSSIGNOL 


ROBERTS, H. V. Boisguilbert: economist of the reign of Louis XIV. (New York: 
Columbia Univ. Press. 1935. Pp. ix, 378. $3.50.) 

STRACHEY, J. The nature of capitalist crisis. (New York: Covici Friede. 1935. 
Pp. vi, 400.) 

WEBER, A. Leitfaden der Volkswirtschaftspolitik. (Munich: Duncker und Hum- 
blot. 1935. Pp. viii, 206. RM. 4.20.) 

This primer on economic policy is a companion to an earlier primer by Weber 

on theory which was reviewed in the American Economic Review for March, 
1935. 
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It examines the economic legislation of the Third Reich from the handy 
viewpoint that the economist must neither propose nor criticize the goals of 
economic policy, which are the state’s concern, Pat must rest content with the 
task of suggesting methods by which the ends are to be gained or of ferreting 
out measures which would fail to reach the goals. The examination proper 
of each branch of legislation is headed by a summary consideration of preced- 
ing and current conditions and is followed by a checklist of the legislation. 

All the principal departments of economic policy, with the exception of 
public finance and money and banking, are given space. Pride of slice goes 
to agriculture on the ground that the strength of the nation is rooted in the 
farmer. As an assurance of the continuance of this strength there is discussed: 
the Reichserbhofgesetz, which makes the middle-sized farm the inalienable 
property of a family; the present Siedlungspolitik, designed to increase the 
number of middle-sized farms at the expense of the large estates; and the 
Reichsnabrstand gesetz, which protects the farmer from disadvantageous market 
conditions. Representative topics under the superscription of industry are: the 
prescribed gild system for the small concerns; the advantages of combination 
in large-scale industry; and the possibility of producing substitutes for the raw 
materials now imported. The discussion on labor centers in the abolition of 
unions and the banding of all workers and employers in the sale Nii 
where divergent class interests ate to vanish in the harmonic interest of em- 
ployer and employee. In merchandising the keynote is the benison of the unit 
store. With foreign trade the present restrictions are held to be temporary 
necessities which are to be abandoned in time for a happy combination of 
autarchy and free trade (“freie starke Nationalwirtschaft in einer freien starken 
Weltwirtschaft”). Throughout it is manifest that the author approves the va- 
rious purposes of the new legislation, despite his postulated unconcern with 
ultimate aims. 

For anyone who desires a compend of the economic legislation of Nazi 
Germany by an economist of rank, as well as a specimen of the use of economic 
theory when it is presumably uninterested in ends, this primer will be of 
service. . R. S. Howey 


WOLLEMBORG, L. Scritti e discorsi di economia e fmanza. Biblioteca di scienze 
sociali, nuova ser., vol. II. (Turin: Bocca. 1935. Pp. xxvii, 696. L. 40.) 


Leone Wollemborg (1859-1932), an economist by training, was early led 
into a public career, first as deputy, later as senator, and served for a time as 
minister. For this collection of papers, authorized by his widow and son, Pro- 
fessor Graziani has written a memorial preface which contains a warm ap- 
preciation of Wollemborg’s mind and activities. One-half of the volume re- 
prints economic articles of various origins, the other half, speeches delivered 
in Parliament. A portrait shows the author in his middle years. There is a 
bibliography of 192 items. 

The volume opens with Wollemborp’s doctoral dissertation on relative cost 
of production as the determinant of value, and proceeds to discussions of co- 
operation and of Raiffeisen banks, thence to a considerable series of essays 
on taxation, tariffs, and national budgets, which were the main interest of his 
maturer years. The parliamentary discourses are predominantly on financial 
subjects, and reflect in a vivid way the economic history of Italy during a 
period of thirty years. Wollemborg was a man of gentle spirit and a scrupulous 
mind. His papers are matked by adherence to principle and the long view of 
human affairs. ROBERT F, FOERSTER 
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Economic History and Geography 


The New York Merchant on the Eve of the Revolution. By Vircinia D. 
HARRINGTON. Stud. in hist., econ. and public law, no. 404. (New 
York: Columbia Univ. Press. 1935. Pp. 389. $4.50.) 


This'book contains much of interest to the economist and the economic 
and business historian. It gives an excellent portrait of the entrepreneur in 
one stage of his development, that is, of the sendentary merchant, who 
played such an important part in business in the medieval and early modern 
period. Through the work of the merchants of New York on the eve of 
the Revolution, Dr. Harrington gives considerable insight into the system 
brought by the Commercial Revolution to carry on a rapidly expanding 
trade; by revealing the inadequacies and weaknesses of that system, the 
author has constructed a useful background against which to see the revolu- 
tion in business which came in the nineteenth century. This book, further, 
contains suggestive information and observations on fluctuations in business 
on the eve of the Revolution; Dr. Harrington concludes that the fluctuations 
in the 1750’s and 1760's were of different origin than the modern business 
cycle. Of special interest in these days of the New Deal is the sensitiveness 
of the business of pre-Revolutionary New York to imperial commercial 
policy. 

The business of the New York merchant before the Revolution was 
characterized by simplicity of organization but great complexity of function 
and activity. A merchant might be importer, exporter, wholesaler, retailer, 
manufacturer, banker, commission agent, shipowner, investor, and what- 
not, all in one. Specialization was in the making, however, and even some- . 
thing approaching our modern integration of specialized functions had 
appeared. But the relatively unspecialized general merchant was the rule. 
Dr. Harrington suggests two reasons why one type of specialization, that 
is, in the kinds of goods handled, was relatively scarce. The shortage of 
specie forced the merchants to exchange goods for goods, which made it 
necessary to carry a variety of merchandise; and the prevailing debtor re- 
lationship with English merchants forced the Americans to trade with other 
places than England in order to secure the means with which to maintain 
their credit in the mother country. I should like to suggest that these prob- 
lems might in some degree have been solved by commercial banks in New 
York, if properly managed. Had such banks been allowed to develop, 
the credit problems of the merchants could probably to some extent have 
been handled in their home community and balances settled on account 
rather than in goods. 

Dr. Harrington’s main object has clearly been not to evaluate but to de- 
scribe a business situation at a given time. The author has searched assidu- 
ously into the experience of those merchants by carefully examining their 
own business records as well as a wide variety of other contemporary sources. 
The results show the value, to historical study, of business letter-books and 
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account-books. The author has a considerable insight into the larger setting 
of the business with which she deals. The book is clear in organization and 
very readable. To sum up, it is an excellent contribution to our knowledge 
of a very significant figure in the history of business. 
HENRIETTA M. LARSON 
Harvard University 


Brazil: A Study of Economic Types. By J. F. NORMANO. (Chapel Hull: 
Univ. of North Carolina Press. 1935. Pp. xii, 254. $3.00.) 

This is a stimulating and informing book. It interprets economic, and in- 
cidentally political, Brazil as a product of historical and geographical factors 
controlled by a moving frontier. Under the influence of these factors the 
leading products of the country have changed successively from sugar to 
gold, to cotton, to rubber, and to coffee with present signs of maturing into 
more diversified, better balanced, and less colonial forms of production. 
Under the influence of these same factors the representative Brazilian has 
changed in turn from the scouting explorer of the wilderness to the frontier 
settler, to the large planter, and to a contemporary type affected by modern 
urbanizing tendencies. Supplementing and amalgamating with the native 
elements has been the immigrant, who is increasingly significant in the 
country’s development. An interesting chapter discusses the effect of world 
cycles, of political and social thought, and of business activity upon the 
trend and tempo of Brazilian progress. Two historical and statistical chap- 
ters dealing respectively with public finance and with currency and banking 
conclude the volume. 

Although the author has an arresting style characterized by brilliant turns 
of language, some passages are obscured by expressions more original than 
precise. The statistical set-up of the two last chapters might be improved. 
Nevertheless they are an illuminating exposition of an intricate subject and 
give the reader a clearer impression of Brazilian finance than he is likely 
to get from other sources. The author associates the government’s treasury 
vicissitudes with the abrupt alternations of good and bad times common to 
new and rapidly developing countries, and with defects in the nation’s 
political structure due to obvious geographical and historical causes. 

At one time Brazil was the leading cotton producer of the world. Ameri- 
cans are now asking with some concern whether she will shortly recover 
that position. This volume does not specifically discuss the question, but its 
genetal argument suggests that she will not. Hitherto her supremacy has 
corresponded “with periods of first appearance of a product in large quan- 
tities on the world market.” This particular question, however, naturally 
extends to topics beyond the scope of Mr. Normano’s study, like the ratio 
of cotton exports to domestic consumption on the one hand, and on the 
other the possibility that imported capital and management may create new 
and more favorable conditions of production in Brazil. 
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The book has a good index and a bibliography and is based on a wide 
variety of sources. It is a valuable contribution to our literature upon the 
largest and most important country south of us. Students, investors, mer- 
chants, and tourists whose interest lies in that part of the world will find it 
a helpful aid for a solid understanding of Brazil. 


VICTOR S. CLARK 
Library of Congress 


The Estates of Crowland Abbey: A Study in Manorial Organization. By 
Francis M. PAGE. (New York: Macmillan. 1934. Pp. xiv, 462. 
$7.50.) 


This careful study of the Crowland estates is based upon the account rolls 
and the court rolls now in the possession of Queen’s College, Cambridge. 
The records cover in general the period from 1258 to 1528, but there are 
many gaps. No extents are available for any of the manors of these estates, 
but this deficiency is partly offset by other documents. The material is also 
limited in scope geographically: the manors outside Cambridgeshire are 
represented only for the period prior to 1322. Despite all these limitations, 
the series of rolls is unusually long and continuous, and the material supple- 
ments in many ways the published records of Ramsey and Crawley. The 
court rolls of the three Cambridgeshire manors are absolutely complete for 
the period from 1290 to 1420. From 1420 to 1522 more than 35 years are 
missing, but only one gap exceeds 10 years in length. The series of accounts 
is not as complete, and the deficiencies are of course more important because 
they interrupt the statistical series. The more important material in the 
accounts has been reduced to tabular form: the rents of 15 manors for 30 
years between 1258 and 1322; various series of prices and wages for various 
manors; and an important table of the yield of grain for the manor of 
Oakington. The fifteenth century material is too scattered to justify tabula- 
tion. Two-thirds of the volume is devoted to the publication of selections 
from these records. 

The limitations of the material] make it dangerous to seek positive con- 
clusions for any problem, but the bearing of the documents upon general 
problems of manorial organization has been carefully stated in the text. 
- The documents prove most useful for the study of the executive and judicial 
organization of the estates. There is much interesting material on the official 
staff of the manor, its functions, and its shortcomings. The activities of the 
courts of the Abbot are fully recorded for an important period in the devel- 
opment of the view of frankpledge. Distinction between the two functions 
of the courts was not as clearly preserved as at Ramsey, so that in the late. 
fourteenth century we find one court with two functions rather than two 
courts. 

The continuity of records emphasizes the danger of assuming that changes 
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in manorial organization took place at sharply defined dates. As at Crawley, 
commutation was a process involving many gradations and a long period of 
time. Three types of commutation appear on the Crowland estates: “sale” 
of works not needed in a particular year; commutation for a period of years 
with express reservation of the right to resume the old system of labor 
service; and commutation that is admittedly permanent. In this connection 
it is notable that the Black Death produced no catastrophic change. There 
were three visitations of the plague between 1349 and 1361, but changes 
are not clearly perceptible until after 1361. There was no sharp or imme- 
diate increase in commutation. 

There are some evident advantages in the study of the manor as a unit, 
and a few studies of this type are-certainly desirable; but such studies must 
always be inconclusive. No manor or group of manors presents more than 
a single case. More substantial conclusions may be secured by limiting atten- 
tion to particular problems in larger areas. There are practical difficulties, of 
course, and the physical difficulty of dealing with larger masses of obscure 
manuscripts, but the ultimate reward is greater. One cannot but wonder 
if the positive results of the purely local study are really commensurate 
with the heavy labor involved. 


Harvard University 


ABBOTT PAYSON USHER 


Hooton Pagnell: The Agricultural Evolution of a Yorkshire Village. By 
ARTHUR G. RUSTON and DeNIs WITNEY. (New York: Longmans 
Green. London: Edward Arnold. 1934. Pp. vii, 459. $10.50.) 


From a study of one of the survivals of the old manorial system of life 
and agriculture, the authors have been able to throw much light on the de- 
velopment of English farming. Their painstaking research revealed un- 
usual sources of information—old maps, deeds, church records, private 
accounts, records of the manor, leases, the Domesday Book and the Luterel 
Psalter. The last is characterized as “the most unique and priceless medieval 
manuscript of its kind in the whole world.” Completed about 1340 for a 
lord of the manor of Hooton Pagnell, this document depicts in marginal 
illustrations the scenes of rural and domestic life of the period, a dozen 
of which are reproduced in this work. 

The authors set before themselves various questions regarding the agri- 
cultural development of Hooton Pagnell, such as the changes in respon- 
sibilities and privileges of ownership; the alterations in the size of farms and 
in systems of land tenure; the influence of the feudal régime, the Church 
and the Industrial Revolution upon rural life. 

Although the total area of land available in Hooton Pagnell, as in all 
England, has not changed to a great extent since the Norman Conquest, 
the changes in utilization of the land have been marked. The authors find 
the industrial development of England to have been the chief reason for 
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these changes, a more intensive agriculture being imperative in order to 
supply the needs of a growing non-agricultural population. As a result of 
the movement for a more efficient agriculture, there came the exchange of 
strips of land in order to consolidate the holdings of the individual farmer 
and effect an economy of time and labor. In Hooton Pagnell, however, this 
consolidation is known to have begun earlier than the growth of industry, 
having progressed more or less steadily from 1297 to 1931. During this 
same period the size of the average farm increased ftom 20 acres to 147 
acres. 

An interesting feature of the study is the evidence of part-time farming 
in Hooton Pagnell even in its early history, when but a small proportion 
of its inhabitants derived their living from farming alone. 

Nor is control of agriculture by some agency other than the man on the 
land a new idea. Until the eighteenth century, the authors find, the arable 
land of the manor was worked on a compulsory three-year rotation— 
“winter corn, spring corn, fallow’’——-under the supervision of the steward 
of the manor. The lord of Hooton Pagnell also imposed certain restrictions 
on the cropping and marketing, these set forth in the lease. The common 
grazing land and meadow were likewise subject to communal supervision 
operating through the manorial court. 

Hooton Pagnell is of particular importance in agricultural history be- 
cause it was one of the areas in which the rights of tenants were early recog- 
nized and protected. Careful evaluations of the various crops and farm en- 
terprises were made the basis for fair allowances to the outgoing tenant 
nearly forty years before the first Agricultural Holdings act. The authors 
assert that the Holdings acts would not have been necessary had the rights of 
tenants been as carefully safeguarded everywhere as in this parish. 

One of the most valuable portions of the book is the chapter on land 
tenure, including the classes of tenants at various periods, the rents and 
services exacted, details of leases, mineral and shooting rights, and the 
general rights of the lord of the manor. 

The study represents exhaustive research, each point being eerie 
authenticated. A unique piece of work, the book will be of the utmost in- 
terest to economist and historian alike. 

LORIAN P. JEFFERSON 

Massachusetts State College 


Glossary of Mediæval Terms of Business. Italian Series, 1200-1600. By 
FLORENCE EDLER. (Cambridge: Mediæval Acad. of America. 1934. 
Pp. xx, 430. $6.00.) 

This glossary was undertaken to facilitate the study of the important 
series of Medici manuscripts deposited with the Harvard Graduate School 
of Business Administration by Mr. Gordon Selfridge of London. In order to 
secure greater accuracy and enhance the value of the work to scholars, the 
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immediate task was extended to include a large mass of manuscript and 
printed material covering all the primary problems of Italian business law 
and practice. As Italan law became the basis of European practice, the 
glossary serves as a general introduction to modern business law. 

The vocabulary is based upon a careful selection of primary technical 
terms and phrases taken from the texts of municipal statutes and ordinances; 
the letters, legal documents, and accounts of business men; the contemporary 
treatises on commercial affairs and accounting. These materials have been 
studied in the light of the standard treatises and monographs. The finished 
work is thus much more than a guide for English speaking persons. It is 
the best documented vocabulary of these terms available in any language. 
There are many words that do not appear at all in the large dictionaries of 
Crusca and Tommaseo, notably in respect of technical terms relating to 
crafts and business practice, but this addition to our knowledge is less im- 
portant than the addition of the specialized meanings of common words, 
and the early legal definitions of terms which changed in meaning after 
1600. 

The careful definitions of the terms relating to banking and credit are 
characteristic of the historical scholarship involved. The term “ditta” does 
not appear in Tommaseo in its important meaning as a book entry in a 
bank of deposit. The terms “fede,” “scritta di banco,” “contado di banco” 
are carefully documented with passages that establish their meaning beyond 
possible doubt. These terms have been inaccurately read by many nine- 
teenth century writers, Italian as well as foreign, who have allowed modern 
law and usage to influence their interpretation. The controversies which 
have obscured the early history of banking in Italy are, thus, definitely 
settled. 

The accounting terms, also, constitute a notable contribution, though the 
early treatises on accounting have long been an important resource to 
scholars working in the largest libraries. Of the three terms used in ac- 
counting for “capital” only one, “capitale,” appears in Tommaseo. Neither 
` corpo” nor “monte” is given in this meaning. Tommaseo’s citation for 

“capitale” comes from Boccaccio; Miss Edler has a citation of 1283 taken 
from the Sienese letters. 

Apart from the primary vocabulary, fas are classified lists of many 
groups of terms: Florentine coins and money of account; units of weight 
and measure, with contemporary equivalences in terms of Florentine or 
Venetian standards: classified business terms; and all the technical terms 
relating to each step in the process of the manufacture of woolens and silk. 

Nearly one-quarter of the volume is devoted to appendices, which de- 
scribe the primary features of Medici partnerships and modes of accounting. 
Extensive transcriptions with translations enable a student to form a vivid 
picture of the general business practices of the firm. References to the 
manuscripts of the Selfridge collection indicate a the scope and char- 
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acter of this material. The appendix on bookkeeping sketches tentatively the 
stages in the development of “double-entry,” with references to other Floren- 
tine and Italian material. No attempt has been made, however, to carry 
this analysis to a conclusion, as attention has been given mainly to the 
transcription, translation and interpretation of the characteristic entries of 
the various books. Despite limitations of space, the essay is no less illumi- 
nating than the more imposing monographs of Sieveking and Weitnauer. 
Shorter studies give much detail on the organization of the cloth business 
of the Medici, covering both the general features of the business and the 
accounting practices peculiar to this special branch. The volume is, thus, an 
extensively documented introduction to the Medici papers in the Selfridge 
collection, although there is nothing in the title to suggest this breadth of 
interest. The average English reader will doubtless find this feature of the 
volume of greater interest than the glossary itself. The appeal of this 
material is perhaps somewhat less general than Corsini’s study of Francesco 
di Marco, but this study of the Medici is comparable in the range of its in- 
terest. The volume would, thus, be more happily described under a some- 
what more general title, but no single title could adequately convey the full 
breadth of its significance. 
ABBOTT PAYSON USHER 
Harvard University 


NEW BOOKS 


Bruce, P. A. Economic history of Virginia in the seventeenth century. Vols. I 
and II. Reprint ed. (New York: Peter Smith. 1935. Pp. 634; 647. $7.50.) 
FANFANI, A. Cattolicesimo e protestantesimo nella formazione storica del cap- 

italismo. (Milan: Soc. Ed. “Vita e Pensiero.” 1934. a viii, 159. L. 8.) 

Only about one-half of Signor Fanfani’s relatively brief study is devoted 
to the subject matter suggested by the title. The first four chapters are con- 
cerned with a statement of the problem, a description of the essence and in- 
strumentalities of capitalism, and a brief exposition of the theoretical rela- 
tions of the state to capitalism. The last three chapters discuss both corollary 
and complementaty relationships between Catholicism and Protestantism, on 
the one hand, and the precepts of capitalism on the other. Bibliographical ma- 
terial is confined largely to the literature of the last half century, Italian, Ger- 
man, French and English authorities being used in the respective order of 
emphasis. For American students to disentangle cause and effect will be difh- 
cult, as they will argue that there have been ria) broad changes in these 
great divisions of religion and in the principles of capitalism, and that the 
direction of causality is a matter for conjecture. A thorough analysis of the 
religious origins of, and forces involved in, the operation and organization of 
different economic systems remains to be written. Here and there have ap- 
peared isolated studies discussing particular phases of an individual system 
or even sections in the chronological development of whole systems. As eco- 
nomic thought increasingly differentiates between the philosophical and ap- 
plied aspects of man’s material well-being, such discussions as this will 
more inviting. 

F. F. BURTCHETT 
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FAULKNER, H. U. American economic history. 3rd ed. (New York: Harper. 
1935. Pp. xvi, 816. $3.50.) 

This well known and excellent text has been enriched with 26 new maps, 
and the narrative has been brought down to the end of 1934. Changes in the 
text through chapter 25 are incidental and confined to individual pages. But 
the new maps add much to the vividness of presentation of many important 
points in the text. The last three chapters of the second edition have been en- 
tirely rewritten with new titles and new orientation. The three chapters which 
take their place are somewhat longer and present even the earlier material in 
a new light. The new titles are: “America and the World War’; “The great 
illusion” ; and “Economic collapse.” The treatment of the war period is com- 
pressed. The discussion of the post-war period is new in its essential features, 
and there is an excellent and objective description of the New Deal. The diffi- 
cult problems of the business cycle are presented with unusual skill and judg- 
ment. ` Ay PU, 


GIRETTI, E. and GRETTI, L. I} protezionismo e la crisi. (Turin: Einaudi. 1935. 
Pp. 170. L.12.) 

The authors of this little volume announce’ modestly that it is presented 
“without scientific Becca (p. 15). This will explain and justify those 
parts of it-—particularly in Part 2, for which the junior author is directly re- 
sponsible—which are little more than a repetition of the familiar arguments 
against the still more familiar fallacies of crude protectionism. It will help to 
explain also certain passages—again to be found chiefly in Part 2—which may 
strike some readers as extreme, or at any rate loose, in their implications with 
respect to the relationship between protectionism and either “prosperity” in 
general (as, e.g., p. 111) or the events leading to the collapse of 1929 Sa 
pp. 129 ff.). It is only fair to add, however, that the main emphasis is di- 
rected toward demonstrating not that protectionism was the chief “cause” of 
the crisis, but rather that the protectionist measures adopted have not had the 
curative effects claimed for them (though one wishes that the authors could 
have found it possible to examine more in detail the case of England, for which 
the most plausible claims have been advanced in this connection) and that 
these measures have, on balance, tended to intensify rather than relieve the 
crisis. 

The main interest of the book for many readers, however, will be found 
in Part 1, for which Edoardo Giretti, uncle of the junior author, is directly 
responsible. The basis for its interest is less the positive substance of the 
contribution—although, judged from the standpoint of its probable effect 
on a FeR audience, it would have claims to be regarded as a “contribu- 
tion’’—than the light it throws on the extraordinary personality of the author. 
Edoardo Giretti is one of that small group of idealistic defenders of liberalism 
of the Cavour tradition (cf. p. 36) for whose qualities one can express only 
the deepest and most genuine admiration. It is interesting to be reminded by 
occasional references (see, ¢.g., the footnotes to pp. 18, 19, 40, 42, etc.) 
which are as free of boastfulness as they are of false modesty, of the part which 
Edoardo Giretti played, as a writer and as a member of the Italian Chamber 
of Deputies, in the struggle on behalf of the ideals of this remarkable group 
of men; but it is much more interesting to discover, from a reading of these 
pages, masterly in their subtle suggestiveness, that the tradition itself still 
manages to live and breathe, albeit with difficulty, in the Italy of today. 

ARTHUR W. MARGET 
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FitzGIBBon, R. H. Cuba and the United States, 1900-1935. (Menasha: Banta 
Pub. Co. 1935. Pp. xi, 311.) 

HoN y E. The social and economic history of Japan. (Kyoto: Maruzen. Pp. 
410. $4.) 

HORRABIN, J. F. An atlas of European history from the second to the twentieth 
century. (New York: Knopf. 1935. Pp. x, 141. $1.50.) 

Hoskins, W. G. Industry, trade and people in Exeter, 1688-1800, with special 
reference to the serge industry. (Manchester: Manchester Univ. Press. 1935. 
Pp. 189, 9s.) | 

Howarb, H. F. An account of the finances of the College of St. John the Evan- 
gelist in the University of Cambridge, 1511-1926. (New York: Macmillan. 
Cambridge, England: Univ. Press. 1935. Pp. xui, 398. $7.) 

HUNTER, L. C. Studies in the economic history of the Ohio Valley: seasonal 
aspects of industry and commerce before the age of big business; the begin- 
nings of industrial combination. Stad. in hist., vol. 19, nos. 1 and 2. (North- 
ampton: Smith Coll. 1935. Pp. 130.) 


Jones, C. F. Economic geography. (New York: Holt. 1935. Pp. xvi, 448.) 

This economic geography is written down to the level of high-school students 
without sacrificing soundness of reasoning to simplicity. The relation between 
physical environment and economic development is clearly explained in a 
simple, terse style adapted to the age group for which the book is written. 
Numerous dot maps drawn especially for this volume, carefully chosen photo- 
graphs, and diagrams of typical farm units illuminate the discussion. 

fter a general introduction, the author uses an occupational approach based 
upon the Nee major divisions of human industry: hunting and fishing, 
grazing, farming, lumbering and gathering of forest products, mining, manu- 
facturing, and trade. Each division consists of a general survey followed by 
chapters on the developments of the industry in typical important areas. Farm- 
ing, for instance, is subdivided into chapters on the leading crops of tropic, ’ 
monsoon, Mediterranean, semi-arid, and temperate climates. 

By the use of numerous questions, exercises, suggested readings, and topics 
for investigation and report which the author distributes soa the book, 
teachers may find enough material for a full year’s course. The experience 
of the author and manuscript criticism by numerous students and teachers 
of geography have produced a volume relatively free from factual errors. 

3 ROBERT B. PETTENGILL 

Jongs, C. L, Costa Rica and civilization in the Caribbean. (Madison: Univ. of 
Wisconsin. 1935. a ix, 172.) 

Chapters on population problems, coffee and fruit trades, public debts and 
social conditions, with a four-page bibliography. 

Knoop, D. and Jongs, G. P. The London mason in the seventeenth century. 
Issued in advance of Ars Quatuor Coronatorum, vol. xlviii, part 1. (Manches- 
ter: Manchester Univ. Press. 1935. Pp. 92. 5s.) 

LENIN, V. I. Selected works, Vol. V: Imperialism and imperialist war (1914- 
1917). (New York: Internat. Pubs, 1935. Pp. xv, 392. $2.75.) 

LESCURE, J. Le bolchévisme de Staline (le régime des Plans). (Paris: Domat- 
Montchrestien. 1934. Pp. 124. 16 fr.) 

An informative and temperate little volume. The creation of a formidable 
industrial plant and the collectivization of agriculture are conceived to be the 
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outstanding achievements. Both were made possible by the exercise of a rig- 
orous dictatorship, something which is neither desirable nor feasible for the 
countries of western Europe. The former is deemed to be an achievement of 
the first magnitude. It has demonstrated the ability of a country to create 
capital goods on a huge scale without recourse to private saving. It has made 
possible the assimilation into industry of a large portion of Russia’s annual 
increase in population. The policy with respect to agriculture is deplored. It 
would have been better to encourage the family farm. The necessary conces- 
sions to individualism in the execution of both the industrial and agricultural 
pa are stressed, The workers in both field and factory are deemed to be 
appier in western Europe than in the U.S.S.R. 
Leo Rosin 


LOKANATHAN, P. S. Industrial organization in India. (London: Allen and 
Unwin. 1935. Pp. 413. 15s.) 

MacCALLuo, E. 3 Rivalries in Ethiopia. (New York: World Peace Founda- 
tion. 1935. Pp. 64. 50c.) 

NoEL, W. A. Supply and trade in the U.S.S.R. (New York: Putnam. 1935. 
Pp. 176. $1.75.) 

Rist, C., editor. Tableaux de l'économie française, 1910-1934. (Paris: L’Inst. 
Sci. de Recherches Econ. et Soc. 1935. Plates, 52.) 


A new high standard in chart making has been set by the present volume, 
e as a work of collaboration by the Institut Scientifique de Recherches 

onomiques et Sociales, a French research institute that owes its origin to the 
Rockefeller Foundation. 

The charts consist of 52 plates, many of them blocked in pure strong colors, 
beautifully printed on Ay sheets of fine poe folio size, and each plate has 
an accompanying page of commentaries. The sheets are unbound, in a port- 
folio; they are rather difficult to handle and keep in order, owing to their 
large size; but they would be most effective for showing to a class. Quite 
decorative, some of these economic rhythms and designs! “How much more 
striking,” says Charles Rist in his introduction, “how much easier to under- 
stand and retain in the memory are such graphic pictures than any other method 
of representation. They suggest questions, pose problems, reveal anomalies or 
concordancies which might never be disclosed by the examination of separate 
series of digits.” 

They are extremely interesting—in a few glances one can take in a survey 
of the economic history of France in the twentieth century, and compare it 
with that of the other great nations. There are graphs “translating,” as the 
French say, the gold stocks of the world, international prices, instruments of 
payment, population, production, consumption, imports and exports, the labor 
market, income and savings, the money market, public finances, and finally 
ae variations. Here one can only stress a few of the striking facts they 
reveal, 

Among the various population charts Plate 8 shows the “pyramids of ages” 
in four countries at different dates. By glancing for a few seconds at the con- 
tours of four little colored Christmas trees, one can study not only the numerical 
relationships of the sexes at different ages, but the birth rate, the death rate, 
infant mortality, the progress of medical science, the effects of emigration and 
the results of the World War upon the populations of France, England, Ger- 
many and Italy. 
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Plate 13 shows the great increase in the metallurgical industries of post-war 
France. Even in the depression the amount of iron mined was higher than its . 
highest peak before the war. Plate 15 shows the increase of “energie’’—in 
recent years a fivefold increase of electrical power. Since 1919 the number of 
French communes served by electricity has gone up from about 7,500 to 
34,600. In general, per capita consumption of various kinds is going satis- 
factorily upwards, as shown by Plate 18. p 

Plate 19, “The balance of accounts of France,” is very striking. Vividly in 
color are shown through the years 1920-1933 the changing elements. There 
is a great splurge of yellow from 1928-32, showing the great import of gold, 
and there is a sad shrinking of the pink, effect of the depression on the ex- 
penditures of tourists, no small item. 

Accompanying Plates 31 and 32 are thoughtful commentaries on French sta- 
tistics, especially the statistics of unemployment. We find that after the crisis of 
the beginning of 1932 the average duration of work increases through to the 
middle of 1934, whereas the number of people employed falls off. Compare 
that with the effect of the N.R.A. 

Plate 48 gives the budget of the French National Government before 
and after the war, showing that although in gold the expenditures for the 
army and navy are about the same as in 1913, the payment of interest on 
debts, in terms of gold, from 1926-34 equals almost the total expenditures of 
the government in 1913. Nearly all the charts relating to public finances wear 
a melancholy aspect. The French budget has long lost its balance and fallen 
over the wrong side of the line, where it is being swallowed up by the French 
public debt, here most realistically represented as a yawning and ever widening 
abyss of the deepest funereal black. OLIN INGRAHAM 


SCHMITZ, J. W. Thus they lived social life in the republic of Texas. (San Antonio, ` 
Texas: Naylor, 1935. Pp. vi, 141.) 

STEPHENSON, W. H. Alexander Porter, Whig planter of old Louisiana. (Baton 
Rouge: Louisiana State Univ. Press. 1934. Pp. 154.) 

TIBAL, A. La Tchécoslovaquie: étude économique. (Paris: Lib. Armand Colin. 
1935. Pp. 223. 12 fr.) : 

TILTON, C. G. William Chapman Ralston, courageous builder. (Boston: Christo- 
pher Pub. House. 1935. i 272. $4.) 

WESTERMANN, J. C. The Netherlands and the United States: their relations in 
the beginning of the nineteenth century. Economisch en sociaal-historische on- 
TF ingen, vol. iv. (The Hague: Martinus Nijhof. 1935. Pp. xix, 415. 

6.50.) 

Economic and social problems and conditions of the southern Appalachians. U. S. 
Dept. of Agric. misc. pub. 205. (Washington: Supt. Docs. 1935. Pp. 184. 50c.) 

Extracto estadistico del Peru: 1931-1932-1933. (Lima: Ministerio de Hacienda 
y Comercio. 1935, Pp. xix, 299.) 

A finding-list of British Royal Commission reports: 1860 to 1935. (Cambridge: | 
Harvard Univ. Press. 1935. Pp. 66.) 

A study of Michigan: a progress report on an inventory of its resources, its phys- 
ical, social and economic i pees to serve as the basis for permanent, adjustable 
state planning. (Lansing: Michigan State Planning Commission. 1935.) 

World economic review, 1934. (Washington: Supt. Docs. 1935. Pp. vi, 350. 
30c.) 

World economic survey: fourth year, 1934-35. (New York: World Peace Foun- 
dation. Geneva: League of Nations. 1935. Pp. 300. $2.) 
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Kohle und Eisen im Weltkriege und in den Friedensschlissen. By 
FERDINAND FRIEDENSBURG. (Munich: Oldenbourg. 1934. Pp. 332. 
RM. 8.80.) 


The purpose of this book is to clarify the rôle which iron and coal have 
played in the developments that led to the World War, during the war, and 
in the peace settlements. A vivid picture is unfolded before the reader of 
the peculiar distribution of coal and iron fields right under the political 
boundaries between the two continental antagonists, with coal predominat- 
ing on the German, iron ore on the French side; interesting comments are 
made on the manifold ways in which this situation has affected the political 
aspirations and commercial policies of both nations throughout modern 
history. Special emphasis is placed on the effects of the German occupation 
of the eastern French iron and coal districts, the exploitation of the iron 
mines in the Briey basin for German munition making, and on the reasons 
for the partly accidental, partly deliberate, destruction of the French coal 
mines by the Germans. Next, the peace settlements in regard to coal are 
treated in considerable detail, in particular the origin of the peculiar arrange- 
ment concerning the Saar: how it grew out of the clash between Clemenceau, 
determined to annex the coal basin to France, and Wilson, almost though 
not quite as determined to prevent this annexation; the eventual compromise 
of the fifteen-year separation from the Reich, preliminary to a plebiscite, 
designed by the fertile brain of Lloyd George who, in return for this service 
to France, received her consent to British exploitation of the Mosul oil fields. 

The aim in much of this discussion is to demonstrate that France used the 
destruction of her coal mines by the Germans largely as a pretext under 
which to achieve her age-old ambition of obtaining control of the Saar basin; 
that the many other coal deliveries imposed on Germany by the Versailles 
treaty vastly overcompensated those exaggerated losses; that therefore the 
view of the Saar as “just reparations for damages done” is altogether un- 
warranted. 

The last part treats, though far more briefly, of the redistribution of the 
Silesian coal fields among Poland, Czechoslovakia, and Germany. 

As will be apparent, the book is not, and hardly means to be, a disinter- 
ested investigation. Although written plainly from a German point of view, 
it contains, nevertheless, much valuable information, especially of a geo- 
political character. In the opinion of the reviewer, it would have gained 
greatly in interest and comprehensiveness if the rôle of oil in the World 
War had been treated also. Of course, the development of aviation, of tanks, 
the adoption of oil burning navies, the mechanization of armies, the wider 
application of the Diesel motor-—all depending on oil for their fuel—were 
phenomena largely of the later part of the war or of the post-war period. 
On the other hand, the thinly disguised German designs on Mesopotamian 


750 Reviews and New Books [December 


oil and the resultant Turkish policy of the Reich was a pre-war development 
which, through its many implications (its danger to the British “road to 
India,” its competition with British designs on the same oil fields) was 
doubtless one of the major causes of the German-British conflict. Nor did 
the German general staff display indifference toward oil when, at its first 
opportunity, it directed the swift occupation of the Rumanian and Russian 
(Baku) oil fields. In fact, the tremendous importance of oil in swinging 
the balance of power during the war was plainly acknowledged by no less 
an authority than the late Lord Curzon (one of the permanent members of 
the war committee of the British cabinet), who is quoted as having said 
that the Allies won the war on the waves of American oil. 

The book is well indexed, contains a number of political and geological 
maps, many statistical tables, and a comprehensive bibliography of almost 
300 sources in German, French, and English; one might however wish for 
more source references in the text itself, especially as to the statistical data. 

JOHN V. SPIELMANS 

Chicago, Illinots 


New Books 


Black, J. D. The dairy industry and the AAA. (Washington: Brookings Inst. 
1935. Pp. xiv, 520. $3.) | 

Davis, I. G. and SALTER, L, A., JR. Part-time farming in Connecticut: a prelimi- 
nary survey, Bull. 201. (Storrs: Connecticut State Coll. 1935. Pp. 47.) 

Davis, J. S. Wheat and thevAAA. (Washington: Brookings Inst. 1935. Pp. xvi, 
468.) 

EISENHOWER, M. S. and CHEW, A. P., editors. Yearbook of agriculture, 1935. 
(Washington: Sey Docs, 1935. Pp. 766. $1.) 

FISHER, W. E. Production and distribution costs and sales realization of deep, 
commercial mines in Divisions I, II and UI of the bituminous coal industry, 
November, 1933, 10 June, 1934. (Philadelphia: Univ. of Pennsylvania. 1935. 

. 45. $1.) ' 

oo. A. H. Cotton goes to market: a graphic description of a great industry. 
(New York: Stokes. 1935. Pp. xx, 411.) 

GOLDSTEIN, I. M. The agriculture problem: is it a temporary crisis? (New York: 
Reynal and Hitchcock. 1935. Pp. 268. $4.) 

KNIGHT, C. L. Secular and cyclical movements in the production and price of 
copper. (Philadelphia: Univ. of Pennsylvania Press. 1935. Pp. xiii, 153.) 

NEELY, W. C. The agricultural fair. Stud. in the hist. of American agric., II. 
(New York: Columbia Univ. Press, 1935. Pp. 313.) 

PINEAU, L., and others. Le pétrole et son économie, (Paris: Lib. Technique et 
Economique. 1935. Pp. 220. 30 fr.) 

Rowe, H. B. Tobacco under the AAA. (Washington: Brookings Inst. 1935. Pp. 
330. $2.50.) 

SALTER, L. A., JR, and DARLING, H. D. Part-time farming in Connecticut: a 
Socio-economic study of the lower Naugatuck Valley. Bull. 204. (Storrs: Con- 
neticut State Coll. 1935. Pp. 79.) 

SCHULTZ, T. W. Vanishing farm markets and our world trade. Pamph. no. 11. 
(Boston: World Peace Foundation. 1935. Pp. 41. 50c.) 
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WiLLcox, O. W. Nations can live at home. (New York: Norton. 1935. Pp. xi, 
279. $2.75.) | 

Compilation of Agricultural Adjustment act as amended and acts relating thereto, 
as of August 27, 1935. (Washington: Supt. Docs. 1935. Pp. 90. 10c.) 

Anuario estadistico de las producciones agricolas: año 1933 y 1934 para bos agrios 
y el olivo. (Madrid: Ministerio de Agricultura. 1934. Pp. 371.) 

Handbook of economic information on the use of farm credit. (Washington: 
Supt. Docs. 1935, Pp. 31.) 

Income from farm production in the United States, 1934. (Washington: Supt. 
Docs. 1935. Pp. mimeographed.) | 

International problems of agriculture. (Rome: Internat. Inst. of Agric. 1935. Pp. 
80.) 

Discussions at the twelfth meeting of the General Assembly of the Inter- 

national Institute of Agriculture, October 22-27, 1934. 

Land utilization in Minnesota: a state program for the cut-over lands. Final re- 
port of the Committee on Land Utilization. (Minneapolis: Univ. of Minnesota 
Press. 1934. Pp. xiv, 289. $1.50.) 


Minnesota, in common with other forested states, enjoyed a brief pros- 
perity while lumbering was in its prime. In spite of the large areas of sub- 
marginal land, it was taken for granted that “farms would follow forests” 
and that after a short interval new industries, population and taxable wealth 
would replace those associated with the timber. The decline in population 
growth, ‘surplus’ in agriculture with actual recession of the frontier in the 
cut-over areas shattered this hope; the tax base disappeared and tax delinquency 
and the new public domain of tax reverted lands appeared. The realization 
of these problems has led to stock-taking in many of the cut-over states. Land 
Utilization in Minnesota is such an inventory, as well as a program for the 
future. It is the final report of the Committee on Land Utilization appointed 
by Governor Floyd B. Olson in 1932. In the preparation of the report the 
committee had the generous assistance of the staf of the University of Minne- 
sota and the Lake States Forest Experiment Station. 

The report covers the physical factors which are the basis of the land 
uses of the state and reviews the present situation in regard to agriculture, 
forestry, recreation and the mineral industry. Past federal and state land policies 
are reviewed and their social and economic consequences pointed out: namely, 
forest devastation, over-expansion of agriculture, low standard of living of 
settlers, scattered settlement, inadequate social institutions, tax delinquency, 
and excessive governmental burdens on localities and the state as a ie 

Future land uses are based upon forecasts of population for the United States 
and Minnesota. It is estimated that the state’s population may become station- 
ary at three million with no particular increase in the northern cut-over coun- 
ties. About one-half a million acres of additional agricultural land will take 
care of this increased population. Other uses must be found for the remainder 
of the cut-over counties, że., forests and recreation for which there is a real. 
demand. The Committee also considered the water and mineral resources of 
the state. 

Land utilization, taxation and local government cannot be separated, and 
the report presents an éxcellent analysis of this problem. There is a thor- 
ough discussion of the Minnesota system of taxation and local government, 
aida with reference to the inter-relations with the state. One is impressed 

y the fact that local governments and local interests are powerful factors in 
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shaping land uses and policies in order to preserve themselves. The report out- 
lines a program for future land uses. Land classification by five areas with 
recommendations for the utilizations within each area, zoning under the aus- 

ices of permanent state and county land-use committees and simplification of 
ocal governments are among the main lines of action suggested. The report 
is a comprehensive statement of the problems arising in the cut-over areas and 
of the sas and program for their solution. 

GEORGE S. WEHRWEIN 


Minerals yearbook, 1935. (Washington: Supt. Docs. 1935. Pp. 1200. $2.) 

Miscellaneous papers in agricultural economics. Vol. VII. 1931-1934. (New 
York: Oxford Univ. Press. 1934.) 

National Fertilizer Association: proceedings of the eleventh annual convention 
held at White Sulphur Springs, West Virginia, June 10-12, 1935, (Washing- 
ton: Nat. Fertilizer Assoc. 1935. Pp. 210.) 

National pulp and paper requirements in relation to forest conservation, 74th 
Cong., Ist sess., Senate doc. 115. (Washington: Supt. Docs. 1935, Pp. 74. 
10c. 

Petroleum development and technology, 1935. Papers and discussions presented 
before the Petroleum Division at Tulsa, Oklahoma, October 12-13, 1934, and 
at New York, February 18-21, 1935. (New York: Am. Inst. of Mining and 
Metallurgical Engineers. 1935, Pp. 554.) 

Proceedings of the third international conference of agricultural economists held 
at Bad Eilsen, Germany, August 26 to September 2, 1934. (London: Oxford 
Univ. Press. 1935. Pp. xi, 498. $6.) 

A collection of papers presented by speakers who were largely economists 
and representatives of academic societies and not governmental delegates. The 
volume is therefore less imbued with political bias. 

“The third International Conference of Agricultural Economists, held at Bad 
Eilsen, Germany, at the end of August, 1934, had several features of particular 
interest. Chief among these, however, in the minds of those who took part, was 
the free and unprejudiced manner in which the Conference discussed problems 
which have in recent years caused acute disagreement among nations, such as 
the protection of a nation’s agriculture in face of the depression in agricultural 
importing countries, international debt and monetary problems, and the de- 
ve “eae of regional trade agreements. The success of the Third Conference 
in this respect was all the more gratifying since the program was designed. 
to deal exclusively with matters of national and international policy” (preface). 

Tres estudios económicos: apéndice al anuario estadistico de las producciones 
agricolas, año 1933. (Madrid: Ministerio de Agricultura. 1934. Pp. 196.) 

What the AAA amendments will do to help farmers: being a detatled explana- 
tion of the meaning and effect of the amendments as approved by the Commit- 
tee on A lena a the United States House of Representatives. (Washing- 
ton: Nat. Codp. Milk Producers’ Fed. 1935. Pp. 46.) 

Wheat studies. Vol. xi, no. 10. International wheat policy and planning. Vol. xii, 
no. 1. World wheat survey and outlook, September, 1935. (Stanford Univ., 
Calif.: 1935. Pp. 359-404; 1-34. 75c.; 50c.) 

The world agricultural situation in 1933-34: economic commentary on the inter- 
national yearbook of agricultural statistics for 1933-34. (Rome: Internat. Inst. 
of Agriculture. 1935. Pp. viii, 502.) | 
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NEW BOOKS 


BATTAGLIA, M. L'industria del vetro in Italia. (Rome: Soc. Ed. “Novissima.” 
1935, Pp. 341. 1.35.) l 

In this work, Dr. Battaglia makes a comprehensive analysis of the Italian 
glass industry. The first part, which is brief, describes the origin and develop- 
ment of the art of glass making. There is offered in this part a classification 
of e products in which the main headings indicate methods of manufacture 
and subheadings the nature of the goods made, with parenthetical listings of 
specific products. The second part treats of the development of the industry 
in Italy, the availability of the necessary raw materials, tariff and transportation 
problems, economic importance, and foreign commerce in glass. The major 
part of the study is found in the third part, and consists of a detailed study 
of the various branches of the industry in Italy. Much of this merely describes 
methods of manufacture, but there are also ample data concerning volume of 
production, numbers employed, value and destination of exports, and value 
and source of imports. Part 4 deals with labor relations, and includes three 
collective agreements made in 1934. There are two appendices summarizing 
in tabular form Italian import duties on glass and freight rates charged by 
the state railroads on glass and its raw materials. 

The study is frankly neo-mercantilistic in character. Its object is to advance 
Italian self-sufficiency in glass. The capacity of Italian glass works to produce 
imported products is analyzed, the reasons for continued imports noted, and 
collective efforts, including state action, to remedy the situation are described. 
Tariff and other protection are found inadequate, but, happily, increasing. New 
discoveries and technological developments give promise of a great measure 
of national self-sufficiency in basic raw materials. Internal and external obstacles 
to exportation persist, unfortunately, but their effectiveness may be reduced 
by proper measures. 

There is no recognition, not to say discussion, of the effects of national 
self-sufficiency in glass on other Italian industries. A study of those effects 
would be valuable even from a purely neo-mercantilistic point of view, and 
would be of considerably more interest to the economist than lengthy descrip- 
tions of technical processes. 


DOMENICO GAGLIARDO 


COPELAND, M. T. and TURNER, W. H. Production and distribution of silk and 
rayon broad goods. (New York: Nat. Fed. of Textiles, 10 E. 40th St. 1935. 
Pp. 109. $2.) 

CREAMER, D. B. Is industry decentralizing? Study of population redistrib. bull. 
no. 3. (Philadelphia; University of Pennsylvania Press. 1935. Pp. xii, 105. $1.) 

Fonc, H. D. Rural weaving and the merchant employers in a North China 
district. Bull. no. 7. (Tientsin: Nankai Inst. of Econ. 1935. Pp. 80.) 

HOFFMAN, H. Landwirtschaft und Industrie in Wirttemberg insbesondere im 
Industriegebiet der Schwäbischen Alb, Zum wirtschaftlichen Schicksal Europas, 
II. Teil, 2. Heft. (Berlin: Junker und Diinnhaupt. 1935. Pp. viii, 168.) 

The interrelations between agriculture and industry have long been of sino 
interest to government officials as well as to economists. Dr. Hoffman analyzes 
these relationships for Württemberg. The peculiar characteristics of the area 
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under consideration are the existence of a relatively unproductive soil resulting 
in over-population whose migration to the city is hindered by the system of 
divided (instead of eldest son) inheritance. All of which leads to supple- 
mentary occupations and is further encouraged by the technical skill of the 
inhabitants. Dr. Hoffman discusses the influence which the customs of land 
inheritance had upon the development of agriculture and upon the industrializa- 
tion in the various sections of Württemberg. In Chapter 5 she discusses the 
decentralization of industry and the attendant problems of the commuter. The 
number of commuters was about two-and-one-half times as great in 1925 as in 
1900, and was equal to about 10 per cent of those employed. In most enter- 
prises a majority of the employees travel less than 10 kilometers to and from 
work, very few travel farther and most travel 5 kilometers or less. Those who 
travel only 5 kilometers either walk or use a bicycle or street car; those who 
travel farther use either a train or a bus. The passenger automobile is not used 
extensively enough to be mentioned. Chapter 6 is devoted to supplementary 
earning power of both those whose primary occupation is work in industry 
and those whose primary occupation is agriculture. The history of some busi- 
nesses and business leaders is given in greater detail. KARL R. Bopp 


MANCHESTER, H. The Diamond Match Com sek a century of service, of prog- 
ress, and of growth, 1835-1935, (New York: Diamond Match Co. 1935. 
Pp, 108.) 

Paton. A. L. A survey of the shoe industry in New Hampshire. Women’s 
Bur., bull. no. 121. (Washington: Supt. Docs. 1935. Pp. 105.) 

PIRTLE, J. W. Industrialize Texas: plan originated and outlined in 1920, (Dallas: 
Tardy Pub. Co. 1935. Pp. 299.) - | 
REICHERT, J. W. Standorts und Verkebrsfragen der westeuropatschen Eisenin- 
dustrien. Verkehtswissenschaftliche Forschungen aus dem Verkehrs Seminar. 
an der westf, Wilhelms-Universitat zu Münster i. W., Heft 5. (Jena: Fischer. 

1935. Pp. 36. RM. 0.90.) 

ROOSEVELT, F. D. Cotton textile industry. Message from the President of the 
United States transmitting a report on the conditions and problems of the 
cotton textile industry, made by the Cabinet committee appointed by him. 
74th Cong., 1st sess., Senate doc. no. 126. (Washington: Supt. Docs. 1935. 
Pp. 154. i 

aao A M. The manufacture of hosiery and its problems, (New York: Nat. 
Assoc. of Hosiery Manuf. 1935. T 94.) 

Automobile facts and figures. 1935 ed. (New York: Automobile Manuf. Assoc. 
1935. Pp. 96.) ; 

Textile industries. Part 2. The cotton textile industry. Part 4. The silk and rayon 
textile industry. Part 5. Thread, cordage, and twine industries. (Washington: 
Federal Trade Commission. 1935.) 


Transportation and Communication 
The Interstate Commerce Commission: A Study in Administrative Law and 
Procedure. Part III, Volume A. By I. L. SHARFMAN. (New York: 
Commonwealth Fund. 1935. Pp. 684. $4.50.) 


In the first two parts of this comprehensive study the legislative basis of 
the Interstate Commerce Commission’s authority and the jurisdiction which 
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it exercised were surveyed.’ Part HI deals directly with the character of the 
Commission’s activities. This appraisal takes up two volumes: Volume A, 
which is under review, contains a general description of the Commission's 
activities, an analysis of the valuation problem, and a study of the control 
of railroad organization and finance as exercised by the Commission since 
the passage of the Transportation act of 1920. 

Volume B, which is to be published in the near future, will be devoted 
to the Commission’s accomplishments in the field of rate regulation and 
rate adjustments in the light of the general level of rates and rate relation- 
ships. In Part IV, the last volume of the series, a discussion of the Com- 
mussion’s organization and procedure is contemplated. 

Professor Sharfman reviews in a very thorough and concise manner the 
extent and diversity of the Commission’s tasks. He traces the development 
of the work from the beginning when in 1888 the Commission’s budget 
was $113,000 to the year 1930 when the Commission’s expenditures 
amounted to $8,124,000. The personnel grew from an initial office force 
of 11 to a total of approximately 2,000 in recent years. 

One of the largest tasks, if not the largest, assigned to the Commission 
was the valuation project which required the Commission to find and report 
the value of each single carrier-property in the country. Although the Com- 
mission had frequently recommended to Congress that a valuation of the 
railroad property be authorized which might be used in rate-making pro- 
ceedings, neither the Commission nor Congress appreciated fully in 1913 
when the Valuation act was passed how stupendous the undertaking was 
to be. It involved a search of all records and accounts which might throw 
light on what the original cost was, and an inventory of the property in 
existence and what it would cost to reproduce it in its present condition. 
How the Commission accomplished this task is reviewed in great detail ac- 
companied by copious citations of Commission reports and Court decisions, 

Professor Sharfman interprets the results of these valuation inquiries in 
the light of both legal and economic principles. Viewed in its entirety the 
Commission’s valuation procedure and accomplishments receive his hearty 
commendation. Nevertheless, he is critical of the way in which the Commis- 
sion treated the injunction to report the original cost of the carrier-property. 
He is unwilling, and I think rightly so, to accept the Commission’s explana- 
tion for refusing to reach conclusions regarding original cost on the ground 
that it would have to be based on estimates. It is difficult to understand why 
the Commission claimed it could not rest original cost figures upon estimates 
when at the same time it ascertained reproduction cost figures which were 
premised entirely on estimates of labor cost, prices and many other factors. 

The author is even more critical of the Commission’s failure to make 


* Part I was reviewed in the American Economic Review, Dec., 1931, pp. 741-3; Part 
II, Dec., 1932, pp. 722-4. 


756 Reviews and New Books [December 


adequate disposition of the claims for intangibles as a part of the final value 
figure. No separate amount in any of the valuations was reported as repre- 
senting going value. He holds that it would have been much better “if the 
Commission had determined each value factor separately, instead of merg- 
ing the estimate of the intangible elements in the larger exercise of judgment 
by which all the factors were combined.” The Commission’s main defense 
against such a criticism is that it had to make its findings with respect to 
single-sum values in accordance with the Smythe v. Ames rule. What we 
need, says Professor Sharfman, is a clarification of the principles of valua- 
tion by Congress in a rule or formula which would be free from all uncer- 
tainties and ambiguities. Lawyers and economists in general agree with this 
point of view. 

The Commission's policies in matters of organization and finance have 
been criticized in many quarters. In passing upon them we must bear in 
mind that the Transportation act of 1920 required the Commission to make 
affirmative provision for the revenue needs of the carriers. And on the 
physical side all changes in the railroad net had to be made under Com- 
mission guidance and in the public interest. In facing all of these problems 
the Commission never lost sight of the fact that it was an agency of Congress 
and had to determine for itself in each case what the legislative intent was. 
Realizing what has happened to the railroad industry during the depression 
it may now be said that the Commission should in the earlier years have 

applied pressure upon the railroads to reduce their indebtedness. 

' The power to pass upon security issues afforded the Commission, in the 
opinion of Professor Sharfman, the greatest opportunity to influence rail- 
road policies. The Commission through its power to regulate security issues 
induced the carriers to adopt financial policies, so far as new financing was 
concerned, which were in support of the public interest. The recent legisla- 
tion by Congress respecting regulation and control of industries which have 
been regarded as competitive in character, should lend aid and support to 
the theory that regulation and control should be applied in a vigorous and 
constructive manner to the railroads which are clearly monopolistic in 
character. 

Professor Sharfman’s analysis and appraisal of the Commission’s accom- 
plishments in the field of valuation and of financial control of railroads has 
been done in a brilliant, thorough, and wholly satisfactory manner. To 
lawyers and economists the work will be of abiding interest. Members of 
the Commission and of the Commission’s staff will also profit in studying 
this review of the Commission’s accomplishments. It can be predicted 
without question that the next volume dealing with rate regulation will 
be equally, if not more, noteworthy. 

HENRY R. TRUMBOWER 

University of Wisconsin © 
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NEW BOOKS 


Bouché, M. H. Economics of air transport in Europe. Report submitted to the 
League of Nations special subcommittee to study the question of the constitu- 
tion and operation of a main network of permanent air routes. (Geneva: 
League of Nations. New York: World Peace Foundation. 1935. Pp. 73. 90c.) 

Dewey, R. L. The long and short haul principle of rate regulation. (Columbus: 
Ohio State Univ. Press, 1935. Pp. ix, 287. $2.50.) 

Dr. Dewey’s excellent monograph contains first, a statement of the general 
e of Section 4, Rate-making, including a discussion of the arguments 

or and against the railroad practice of charging more for shorter than for 
Jonger hauls; then follows a congressional history of Section 4 and its amend- 
ment; and, lastly, the author deals in detail with the policy and accomplish- 
ments of the Interstate Commerce Commission in its administration of the 
sha es provisions of the law. Especially noteworthy is the analysis of territorial 
and commodity rate controversies since 1920 related to Section 4. The study is 
well organized and clear, in spite of the difficulties which confront any writer 
who attempts to master the multitude of cases in which Commission policies are 
expressed. The author commends the Interstate Commerce Commission for its 
success in relieving an intolerable situation, but asserts also that practical con- 
siderations of competition still justify long-and-short haul discrimination, pro- 
vided that it is subject to public control. On the whole this is a more moderate 
conclusion than Dr. Dewey leads his readers to expect ; but, after all, unqualified 
condemnation of complicated policies is sometimes easier than it is wise. 

The author does not mention one argument against long-and-short haul 
rate-making which should have weight. This argument emphasizes the danger 
to which a railroad is exposed when it encourages the development of industry 

recisely at those places where the railroad’s hold upon resultant traffic is 
east secure, Transcontinental rail carriers have done precisely this in their 
quick recognition of the presence of water competition at tidewater cities 
on the Pacific Coast. Because they have helped to develop the coastal cities 
the railroads have suffered more from violent fluctuations in intercoastal water 
rates than they would have suffered if their policy had been to play the interior 
against the coast. There are thoughtful traffic men in the West who understand 
the risks of the traditional policy, although they have seldom been in a position 
publicly to advocate a change. 

STUART DAGGETT 


Duncan, C. S. Highway competition. (Washington: Assoc. of American Rail- 
roads. 1935. Pp. 14.) . 

GATES, P. W. The Ilinois Central Railroad and its colonization work. (Cam- 
bridge: Harvard Univ. Press. 1934. Pp. xiii, 374. $4.) 


The author’s original intention was to limit his study to the land policies and 
colonization activities of the Illinois Central Railroad. An adequate discussion 
of these, however, seemed to necessitate a discussion of the land grant and of 
the financial history of the road; and consequently nearly a third of the book 
is devoted to this background study. Since the history of the Illinois Central 
Railroad had already been written by W. K. Ackerman, H. G. Brownson, and 
others, this part of the book adds but little to our knowledge, though the author 
has been able to correct some misstatements of earlier writers and to incorporate 
later findings. 

That part of the volume which deals with the colonization work has broken 
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new ground and presents a clear picture of a unique phenomenon which 
probably has no counterpart in any other continent, though it is exhibited by 
other railroads in the United States and Canada to which grants of public lands 
were given. So important and valuable were the lands donated to the Illinois 
Central that at times the financial returns from their sale exceeded the revenues 
derived from transportation and placed the land department on a par with the 
traffic department. 

After several introductory sie ad on the geography of the state, the first 
railroad land grant, the struggle for the charter, early financial difficulties, and 
actual construction, the author attacks the real subject of his study. Even here, 
however, he again finds it necessary to clear the ground by two further intro- 
ductory chapters on land speculation and town-site promotion, after which he 
takes up the land department of the Illinois Central and its policies. The work 
of colonization involved results that could not have been foreseen and that were 
important for the railroad and for the state. In order to sell the lands obtained 
by the railroad in its grant it was necessary to organize a huge advertising cam- 
paign, proclaiming the advantages of the “Garden State of the West.” As this 
proved insufficient, emissaries were next sent to Europe to stimulate immigra- 
tion; and a ah DRA for these immigrants was carried on with other agencies. 
More successful were the efforts to bring settlers into Illinois from other parts 
of the. United States. Between 1854 and 1905 the railroad made about 4,500 
individual sales of land, which absorbed practically all of the 2,500,000 acres 
it owned in the state. 

Incidental to its work in attracting settlers, but quite as important, was the 
encouragement of agriculture which was carried on by the Illinois Central. 
Agricultural fairs were promoted, cotton and fruit production was introduced 
into the southern part of the state, crop diversification was preached, labor 
saving machinery was brought in, and large-scale farming encouraged. The 
activities of the railroad in popularizing the state, stimulating immigration, 
aiding agriculture, and developing markets, together with other factors operat- 
ing during this period, led to a great expansion of production, which by 1860 
made Illinois the leading state in wheat and corn production and by 1870 in 
ee 

is volume is more than a study of railroad colonization work; it is almost 
an economic history of Illinois for the period covered. It is based on careful 
and thorough research, not merely of library material, but of the original 
archives of the Illinois Central Railroad. 


E. L. BOGART 


HUNTER, H. C. How England got its merchant marine, 1066-1776. (New York: 
Nat. Council of American Shipbuilders. 1935. Pp. xi, 369. $3.50.) 

Munpy, F. W., editor. Mundy’s earning power of railroads, 1935. 30th issue. 
(New York: Jas. H. Oliphant. 1935. Pp. 745.) 

WILLIAM, H. G. Motor freight rates and rules: a study in the construction of 
motor freight rates and rules for standard motor freight carriers. (New York: . 
Bonnell Pubs. 1935: Pp. 128.) i 

Inland Waterways Corporation: annual report for the calendar year 1934. (Wash- 
ington: Supt. Docs. 1935. Pp. 37. 5c.) 

Merchant marine statistics, 1934, (Washington: Supt. Docs. 1935. Pp. 117. 
10c.) 

Statistics of railways of Class I: United States (1926-1934). Stat. summary no. 
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18. (Washington: Bur. of Ry. Econ. of the Assoc. of American Railroads. 
1935. Sheets, 12.) 
Tax-paying and tax-spending transportation: a study in contrast. (Washington: 
Assoc. of American Railroads. 1935. Pp. 23.) 
Water-borne foreign commerce of the United States by ports of origin and 
destination, fiscal year 1933: a report. (Washington: Supt. Docs. 1935. Pp. 
284. $1.25.) 


Trade, Commerce, and Commercial Crises 


The New Deal and Foreign Trade. By ALONZO E. TAYLOR. (New York: 
Macmillan. 1935. Pp. xii, 301. $3.00.) 


This volume is a criticism of the foreign trade policy advocated by the 
present Secretary of Agriculture as expressed in his works America Must 
Choose and New Frontiers and his article on “American Agriculture and 
World Markets.” The author assumes that the Secretary voices the views 
of the Administration, and hence the policy advocated is part of what 1s 
known as “The New Deal.” This policy aims to correct two major facts 
in our economy which have developed as a result of the World War, and 
which are incompatible. The United States has “become a net creditor 
country (disregarding all war debts), to the extent of more than the equiv- 
alent of ten billion dollars.” This situation would necessarily enforce the 
maintenance of a passive or negative (muiscalled “unfavorable” ) balance of 
merchandise trade. As a consequence, however, of the country’s resources 
and the natural genius of its people it is a heavy exporter of farm products, 
industrial raw materials and manufactures. If we follow our nationalistic 
bent toward self-containment, it will be necessary to contract agriculture to 
a disastrous extent. If we embark on a new route toward internationalism, a 
great contraction of urban industries would result, causing widespread 
unemployment. Secretary Wallace thus proposes through tariff regulation . 
a middle-of-the-road compromise which on the one hand entails a contrac- 
tion of some 25 millton acres of fertile land in harvested crops, and on the 
other, an increase in the import of other goods of approximately half-a- 
billion dollars in value. 

The author in attacking this proposed policy enters into an elaborate 
analysis of the factors determining international commerce. He finds that 
from the standpoint of organization the “planned middle course” lacks in 
part the incentives and objectives of nationalism and internationalism, re- 
spectively. It is “likely to be regarded as a compromise without definitive 
features or attractions.” Furthermore the author finds the inherent weakness 
of the “planned middle course” is in its being only a tariff policy with 
adjustments and organization appropriate thereto. According to the author 
the attempt to determine the trade of the United States by bilateral negotia- 
tions on tariffs “is beginning at the small end of the problem.” The cart is 
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placed in front of the horse. Money stabilization must first be achieved 
in order that the trader may know the future value of the dollar in terms 
of other currencies.. 

The book is a noteworthy contribution to the current literature on the 
New Deal. While much of the criticism directed at the trade policy advo- 
cated by Secretary Wallace is in the judgment of the reviewer sound, excep- 
tion may be taken to at least some of the author's statements. In discussing 
the bilateral trade agreements entered into ‘by the United States, one is led 
to infer that triangular and “multi-angular commercial movements are 
ignored. It has, however, been a definite objective of the State Department 
not only to foster trade between the United States and each contracting 
nation but also between the contracting parties and other nations. The most- 
favored-nation principle is an avowed one on the part of the American 
government under the Reciprocal Trade Agreements act of 1934. While 
much is to be said in favor of the author’s contention that monetary stabiliza- 
tion is essential to the determination of any sound trade policy, our present 
monetary demoralization is itself an effect of the persistence of a restrictive 
trade policy which ignored the changed international relationships brought 
about by the war. Secretary Wallace may have given undue emphasis to 
tariff measures as a remedial agency in the present situation, but funda- 
mentally commercial restrictions in the form of high tariffs, quotas, and the 
like, were a potent factor in bringing about both a commercial and a mone- 
tary collapse. 

. ABRAHAM BERGLUND 

University of Virginia 


Maritime Trade of Western United States. By ELIOT G. MEARS. (Stanford 
University, Calif.: Stanford Univ. Press. 1935. Pp. xvii, 538. $4.00.) 


This work is a careful and detailed analysis of the maritime trade of 
that part of the United States bordering on the Pacific Ocean and its interior 
tributary areas. The territory constituting this “Western sea empire” in- 
cludes the Pacific Coast states of California, Oregon, and Washington, with 
the non-contiguous territories of Hawai and Alaska. To this littoral are 
added the tributary states of Montana, Idaho, Wyoming, Utah, Nevada, 
Colorado, New Mexico and Arizona, American Samoa, Guam, and the 
Philippines are excluded, as their industrial and commercial relationships 
“are aligned with the Orient rather than with the Western Hemisphere.” 
The general treatment of the subject includes the geographical and historical 
background of the maritime commerce of the Pacific, certain statistical con- 
siderations, coast ports and services, regional trades, passenger and other 
non-commodity traffic, shipping conferences, shipping subsidies, and a 
résumé, conclusions and forecast. Throughout the book the author em- 
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phasizes the growing importance of the shipping and trade position of the 
atea discussed. Between the years 1913 and 1929 the foreign commerce of 
the Pacific states more than trebled, while that of the whole United States 
increased only about 125 per cent, and the international world trade, about 
65 per cent. 

Some of the noteworthy features of the work are the author's treatment 
of the effects of the Panama Canal, especially in the development of the 
inter-coastal trade and the trade between the American Pacific ports and 
western Europe; a brief but fine discussion of the pitfalls in shipping statis- 
tics; and an analysis of the ocean traffic with the Far East. He points out 
the significance of the development of the oil, timber and agricultural re- 
sources of the Pacific Coast states in this commerce, going into some detail 
regarding such matters as climate and available raw materials. From a ship- 
ping point of view he states that it is unfortunate that such a large part of 
the maritime commerce of the Pacific States is unbalanced. In the case of 
the cargo movement between the Pacific Coast of the United States and 
northwestern Europe this lack of balance means that every three cargo 
ships sailing to Europe with holds filled must divide among them on the 
return trip an amount of freight not large enough to fill to the load line even 
one of the three (page 443). 

With respect to shipping policy the author states, “As long as the United 
States adheres to her policies of protecting private shipyards and maintain- 
ing a high standard of seamen’s wages and conditions . . . then some 
kind of substantial subsidy is needed to keep the merchant marine on the 
long sea trades.” This view of the principal handicaps of American merchant 
marine development in competition with foreign shipping is a popular 
one. But it should be pointed out that wage differences between American 
seamen and those of England and the Netherlands are much less than those 
between the latter and Italian and Japanese seamen. Furthermore, ship- 
building costs in western Europe have been materially reduced by standardi- 
zation and mass production in much the same way that manufacturing costs 
in the United States have been by the same general process. 

ABRAHAM BERGLUND 

University of Virginia 


NEW BOOKS 


FORSTMANN, A. Der Kampf um den internationalen Handel. (Berlin: Max 
Paschke. 1935. Pp. xii, 415. RM. 14.) 

Haicut, F. A. French import quotas:.a new instrument of commercial policy. 
(London: P. S. King. 1935. Pp. xi, 131. 7s. 6d.) 

This volume, published by the London School of Economics and Political 
Science as No. 6 1n the series “Studies in Economics and Commerce,” represents 
one of the few attempts by economists to evaluate import quotas as an instru- 
ment of commerical policy. Convinced that import quotas, adopted by some 26 
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countries as emergency measures during the past five years, have assumed a 
permanent place in customs an proT Mr. Haight has undertaken to analyze 
the French system “which has been developed to a high degree of perfection,” 
as typical of such schemes. His inquiry includes a detailed and comprehensive 
description of the different types of quotas and their administrative regula- 
tions; a statistical analysis of their effect on domestic and foreign trade and 
the internal price level; and a discussion of the implications of their use as 
bargaining weapons in bilateral agreements for the purposes of trade expansion 
and direction. 

The book is closely packed with statistical and factual data and the subject ` 
is developed against the background of French tariff history in which con- 
nection one misses reference to the exhaustive work of M. Edgard Allix. From ' 
a theoretical standpoint, Mr. Haight is primarily interested in the effect of 
import quotas on internal price levels aa than in import quotas as a tech- 
nique par excellence of administrative protectionism. Although he does not add 
anythi A particularly new in his theoretical interpretation, he makes clear a 
point often misunderstood by its propagandists who have argued that limitation 
of imports by quantity rather than by price has less influence on the price level. 
The difference between the lower external price and the higher internal price, 
he takes care to explain, is absorbed by the importer or exporter’s agent without 
benefit to the consumer. 

Of rather particular interest, partly because they are less well understood, 
is the discussion of negotiated quotas, les contingentements amtables, which 
he characterizes as “an attempt to elaborate an international economy organized 
by contractual regulation of competition’’—a policy consistently ad by 
France in the various international economic conferences. The inclusion of the 
British material on this subject brings to light important evidence of the co- 
operation of the British trade organizations with the consent of the British 
government—a function which American trade organizations with few excep- 
tions have been unable to perform to the detriment of American export sade 

In his summary estimate on wi quotas in general, the author concludes 
that, whereas they have succeeded in defending currencies and national price 
levels, “it is probable that these objects could have been attained by less harmful 
measures” such as deflation or devaluation, accompanied by tariffs “which 
dee goods to flow if prices can be sufficiently altered.” In his final sentence, 

e accredits the import quota with having eek a leading rôle in the evolution 
from a “comparatively liberal era to one of intense nationalism.” A devotee of 
economic liberalism, Mr. Haight fails at times to make clear whether his 
criticism of import quotas refers to their failure as a desirable technique or 
to the end which they have been made to serve, a regulated foreign trade, 
which is antipathetic to him. Although he realizes that in 1931 neither the 
present devaluation policy nor deflation could have been a political possibility, 
he feels that it might have been better “had France resigned herself to the 
necessity of financing a large surplus of imports for several years, trying at the 
same time to keep in step with the rest of the world economically,” rather than 
to the erection of such a trade barrier, 

Mr. Haight’s study is of prime importance not only because of its contribu- 
tion to the field of international trade but because of its recognition of the 
permanence, at least for the near future, of a new commercial diplomacy which 
of necessity requires new techniques and tools. 


ETHEL B. DIETRICH 
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HECKSCHER, E. F. Mercantilism. Vols. I and II. Translated by MENDEL SHAPIRO. 
(New York: Macmillan. 1935. Pp. 472; 419. $15, the set.) 

Horn, P. V. International trade: principles and practices. (New York: Prentice- 
Hall. 1935. Pp. xxiv, 723. $5.) 

This book is encyclopedic in scope, covering the history and theory of foreign 
trade, economic geography, commercial policy, international finance, foreign 
exchange, ocean transportation and practical exporting. A single chapter at 
the end of the book discusses the business aspects of importing. In classifying, 
cataloging and describing, the author has been indefatigable but he has shown 
little evidence of interest in the “why” of institutions or of policies. He has 
constructed a systematic textbook, bringing together in conveniently accessible 
form pertinent information on all aspects of international trade. Had the 
scheme of the book been less ambitious the treatment of important topics might 
have been more satisfying. Some of the infrequent generalizations would hardly 
meet with universal assent by students of foreign trade problems, e.g., p. 363, 
“The emigration of American industries has without doubt adversely affected 
our domestic economic situation.” Little attention has been given to style and 
the book is evidently not designed to appeal to general readers. 

P. W. BDWELL 


KNIGHT, C. L. Secular and cyclical movements in the production and price of 
copper. (Philadelphia: Univ. of Pennsylvania Press. 1935. Pp. xiii, 153. $2.) 
This short work analyzes the secular and cyclical movements of eee pro- 
duction and of copper prices in the various countries with the view of testing 
out ten hypotheses listed in Chapter I. The discussion proper begins with a sta- 
tistical description of copper o since 1860. Although the trend was 
upward during this period, the increase was at a decreasing rate due to the 
exhaustion of some ore deposits and to the fact that every mine sooner or later 
arrives at a point of diminishing returns. In the copper industry, low-cost mines 
tend to become high-cost mines so that in the absence of a price rise production 
can be expected to cease in such mines. However, the increased use of copper 
prevented the occurrence of a delining trend in prices during the EE studied 
so that many of the high-cost mines were able to continue producing in spite 
of their mounting unit costs. 

A more detailed study of the production statistics revealed 77 cycles (in all 
countries), the average duration being 5.4 years. It was noted that there was 
a tendency for the duration of these cycles to increase in recent years. No such 
tendency was present in the price cycles, The author suggests that the increasing 
length of the production cycles may be due to the facts that (1) variations in 
any one locality become relatively less important as the total comes to represent 
the combined output of a number of regions and (2) the large-scale produc- 
tion methods adopted by the industry have so altered the proportion of varied 
and fixed costs that it is no longer advisable for a mine to curtail production 
when prices decline. Consequently production tends to expand independently 
of price changes. 

This growing inelasticity of supply would naturally make prices very sensi- 
tive to changes in demand. Since demand is dependent upon general business 
activity, it is suggested that the decreasing duration of sd oie cycle may be 
explained by the decreasing duration of cycles in general business activity. 
Copper price cycles were found to correlate closer to the cycles of business 
activity 1n copper-deficit countries than to those in copper-surplus countries. 
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In his introduċtion the author expresses the belief that studies of this sort 
will lead to a better understanding of the nature and cause of general business 
cycles. To the reviewer the chief contribution of the work lies not so much in 
the light which it has thrown on the probable causes of the business cycle as 
in its interesting and clear exposition of how economic forces in an industry 
have governed production and set prices. 

WILFORD J. EITEMAN 


KRETSCHMANN, J. G. I problema del trend secolare nelle fluttuazioni dei prezzi. 
(Padua: Treves. 1935. Pp. 173.) l 

MacFg, A. L. Theories F the trade cycle. (London: Macmillan. 1934. Pp. 1x, 
198. 7s. 6d.) 


Mr. MacFie has written a thoughtful book, which should prove of great 
aid to students of business-cycle oon, He confines his attention to works 
which have been published in Great Britain, but this is not a serious limita- 
tion. 

Brief attention is given to “real” causes of rhythm, in the form of variations 
in weather and in the rate of inventions, after which Mr. Hawtrey’s monetary 
theory is developed and criticized. A more thorough and a most eee 
discussion, occupying nearly half the book, is then devoted to the views o 
Hayek, Keynes and Robertson. Next comes a brief but illuminating analysis 
of Mr. Hobson’s underconsumption theory, followed by a more elaborate dis- 
cussion of Pigou’s psychological explanation. 

Mr. MacFie’s sition of these various views is clear, vivid, and in most 
respects adequate. Skillful direction of attention to fundamentals, with em- 

hasis on the implications and limitations of the various doctrines, make the 
ok far more than a sterile elaboration of current theories. 

The book closes with a summary chapter in which Mr. MacFie plays the 
part of eclectic, welding together into a synthesis what he believes to be the 
valid elements in the views earlier discussed. His general position of eclecticism 
is well expressed in a passage which will bear repetition: “. . . the clash of 
rival theories is to a regrettable extent somewhat of a Tweedledum and Tweedle- 
dee sham fight attributable to the ineradicable pugnacity even of academic 
economists. It should be discounted. The problem is rather properly to com- 
bine their positive contributions.” 

P. T. ELLSWORTH 


NEWMAN, W. H. The building industry and business cycles. (Chicago: Univ. of 
Chicago Press. 1935. Pp. ix, 73. $1.) 

This monograph contains the essential portions and conclusions of a doctoral 
dissertation of the same title. The work is limited to a study of the activities 
of individuals or private enterprises in providing buildings for shelter purposes, 
i.e., the private building industry. Its conclusions are drawn from comparisons 
of an index of private building developed by the author and general busi- 
ness-cycle data. For example, his index anticipated changes in the direction 
of business-cycle indices; but the variances in amplitude and in the amount of 
lead and lag caused him to conclude that private building is not always a dom- 
inating element in the business cycle. 

Changes in building costs were found to be a result rather than a cause 
of changes in building activity. The ease or difficulty of borrowing long-term 
money has been an important factor in determining minor cycles in building 
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activity but, as the author points out, “ease” and “difficulty” refers to the 
avatlability of funds at the standard rate and not to changes in the rate of 
interest. 

The most important factor in building activity probably is population shifts. 
A small shift in population often gives rise to a great amount of local building 
even though the aggregate supply of buildings is quite ample to house the 
entire population. Location is as important as number in such a case. 

Changes in demand as revealed in rental rates and vacancies has had small 
influence on building activity except at the close of depressions. This failure 
to respond to changes in demand is partially explained by the imperfect nature 
of the market. The incomparable nature of rents, inadequate information about 
vacancies, and the uncertainty of concurrent action by other individuals respond- 
ing to the same meager data all tend towards periodic over-expansion and over- 
contraction in the industry. 

WILFORD J. EITEMAN 


NURKSE, R. Internationale Kapitalbewegungen. (Vienna: Springer. 1935. Pp. x, 
248. RM. 7.80.) 

Ou_ks, F., Le problème du commerce international. (Paris: Recueil Sirey. 1934. 
Pp. xxiii, 483.) 

SAYRE, F. B. Most-favored-nation vs. preferential bargaining. Address before the 
U. S. Junior Chamber of Commerce, Columbus, Ohio, June 28, 1935. (Wash- 
ington: Supt. Docs. 1935. Pp. 13. 5c.) 

VAN VLISSINGEN, F. H. F. Trade in our days. Doc. no. 2. (Paris: Internat. Cham- 
ber of Commerce. 1935. Pp. 46.) 

China trade act, 1922, with regulations and forms, edition of 1935, with 
amendments as of February 26, 1925, (Washington: Supt. Docs. 1935. Pp. 
26. 5c. 

Foreign ee and domestic markets. (New York: Am. Manuf. Export Assoc. 
1935.) 

Reciprocal trade, agreement between the United States of America and Sweden. 
State Dept., exec. agreement ser. no. 79. (Washington: Supt. Docs. 1935. Pp. 
33. 5c.) 


Accounting, Business Methods, Investments and 
the Exchanges 


Executive Guidance of Industrial Relations: An Analysis of the Experience 
of Twenty-five Companies. By C. CANBY BALDERSTON. (Philadel- 
phia: Univ. of Pennsylvania Press. 1935. Pp. x, 435. $3.75.) 

The author describes the results of an investigation of 25 companies that 
have pioneered in the field of labor-capital relations. The companies selected 
differ in their attitudes toward organized labor, the chief aim of the study 
being to analyze and explain those plans which have contributed to the 
solution of employer-employee relations. 

The American Rolling Mill Company’s labor policy of “fair, and as far 
as possible generous compensation for service,” is the first one studied. The 
personnel departments, the company’s efforts to abolish irregular employ- 
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ment, the promotion of security through thrift, group insurance, and the 
payment of pensions, are described. The company’s care in the selection of 
its employees, the attempt of the personnel depattments to fit the worker 
into the job most.suitable for his ability and talents, and also the advisory 
committee which, lacking executive functions, is permitted to advise on 
wages, operations and working conditions, complete the picture. 

The union-management codperation plan on the Baltimore and Ohio 
Railroad seeks to eliminate waste and inefficiency and reduce irregularity 
in employment. This plan was accepted by the machinists and later accepted 
by all the shop crafts, after the disastrous shopmen’s strike in 1922. Com- 
mittees meet at different shops for the purpose of discussing more efficient 
methods of work. The plan, of course, also includes the regular methods 
of bargaining and adjustments of grievances assumed by a union-employee 
relationship. 

One of the most interesting of the plans considered by the author is that 
of the Columbia Conserve Company, where the employees own 63 per cent 
of the common stock, and where self-government obtains in every aspect of 
management. Of especial interest, in this connection, is the recital of the 
factional strife which almost wrecked the company, solved only by the elimi- 
nation of the group causing the trouble. 

The General Electric Company has one of the most elaborate welfare 
schemes extant. The most vital part of this plan—the attempt to stabilize 
employment—is described, and the organization’s policies of expanding 
and contracting its working force, the various devices for utilizing labor in 
slack periods are given, and the unemployment insurance funds, the bonus 
plans, and the workers’ councils are described. 

One of the most interesting chapters in the book is the one dealing with 
the Hart, Schaffner and Marx plan, in existence since 1912. This plan is 
based on the coöperation of the Amalgamated Clothing Workers of America 
and the company. The union has always lent a ready and willing ear to the 
problems facing the employer, and has been ready to go more than half-way 
to aid in a solution of his problems. The plan has been fortunate in having 
the services of two excellent leaders in employet-employee relationship, 
John E. Williams and James Mullenbach. Through their foresight and - 
fairness these two have been able to evolve a body of judge-made law which 
has been able to surmount the innumerable difficulties in an industry 
chronically ill. 

The other plans are equally well chosen and excellently described. The 
book is a valuable addition to the study of personnel work, for it considers 
the techniques used in various settings of employer-employee relationship: 
By examining the contributions of plants where unions are recognized, or 
where labor is virtual owner, as in the Columbia Conserve Company, the 
author has brought out well the contributions that can be made by inde- 
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pendent labor acting through its own instrumentalities in coöperation with 
management. The juxtaposition of these plans with those where company 
unions function serves to show, to some extent, the differences between 
these two types of unionism. 
PHILIP TAFT 
University of Wisconsin 


Valortsationen: Eine Studie über Ihre Methoden und Wirkungen. By KURT 
LANGHAEUSER, (Hamburg: Christians. 1935. Pp. 296.) 


Dr. Langhaeuser comprises under valorizations all measures undertaken 
to bring about an actual or potential rise in the world market price of a 
given commodity. This definition is wider than the customary one because 
it includes also measures taken for such purposes by private concerns, not 
only by governments; it is narrower because of the limitation to world 
market prices, thus excluding all price raising schemes on merely local 
markets, or on national markets operating behind a tariff wall at higher 
than world market prices. 

The author uses for the development of the subject a scheme of classifica- 
tion of valorization methods in the abstract (regardless of whether the 
measure has ever been applied in actuality) according to the type of measure 
it represents: whether by direct manipulation of the price, or of the quantity 
of product; whether by restriction of production or of export; by what kind 
of measure; by what kind of agent, governmental, private, or mixed; if gov- 
ernmental, whether the measures are merely administrative, or whether the 
government enters into risk-taking activities. The peculiar advantages and 
difficulties of each type are discussed as far as they can be ascertained in such 
abstract generality. But whenever his classification reaches a type of measure 
that has been applied in actual practice (most of the important instances, 
have occurred since the World War) the author enters into a complete and 
detailed discussion of the case in all its manifold concrete ramifications 
and implications, political, sociological, technological, commercial, and even 
psychological, the principal instances being the valorization of sugar in 
Cuba, of cotton in Egypt, of coffee in Brazil, of rubber in the British Empire, 
of raisins in Greece, and of camphor and silk in Japan. 

Some of the major results of the analysis are, in summary, (1) as to the 
agent of the valorization: that on the whole governments are in a better 
position to render valorizations effective; that, however, where international 
codperation is necessary, it seems easier for private concerns to come to an 
agreement than for governments. Furthermore, that the success of a valori- 
zation, if undertaken by a government, should not be gauged exclusively by 
the advantages to the producers of the commodity in question since govern- 
ments, supposed to be above group interests, might be planning more 
diffused benefits among wider groups; but that, where private concerns 
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undertake the valorization its success or failure is to be seen solely in their 
own increased or not increased profits. (2) As to the effectiveness of valori- _ 
zations: that a quasi-monopolistic or at least a predominant position in the 
particular market is an indispensable condition for any possible success of 
a valorization; that, however, it is easy to deceive oneself as to the strength 
of this position, since every valorization, by its promise of higher prices, has 
a tendency to stimulate production in often unexpected quarters, to en- 
courage inventiveness in finding substitute products, and in setting in 
motion unlimited ingenuity in the circumvention of the restrictive measures. 
That, to store surplus product is always a doubtful measure, but particularly 
dangerous in the case of agricultural products because of the utter unfore- 
seeability of the crops. That even where a valorization succeeds in raising 
the price the beneficiaries are not necessarily those producers who restricted 
their output, but outsiders who did not restrict or who even expanded theirs. 

Finally, adding to this summary an even more sweeping one by the re- 
viewer: that, on the whole, the human brain seems a size or two too small 
to manipulate with any degree of certainty functions of so many variables. 
Such, at least, is the impression one gains on contemplating, e.g., the Brazil 
government, as a final result of best intentioned and elaborately planned 
valorization efforts, threatened with financial collapse and political up- 
heaval, frantically dumping millions and millions of sacks of coffee into 
the sea—at great expense, of course—and even then not able to get rid of 
this Midas treasure, for the coffee comes floating back to the land, filling 
the air all along the coast with a loathsome, nauseating stench. (One might 
also think of some similar cases nearer home which, however, occurred too 
recently to have found a place in this study.) 

The investigation seems to be carried out with complete disinterestedness. 
The combination of the strictly logical arrangement with the wealth of 
concrete facts is remarkable, even though it gives rise to a somewhat awk- 
ward form in the presentation. Graphs and charts to replace or supplement 
the statistical tables would have greatly enhanced their impressiveness. 

JOHN V. SPIELMANS 

Chicago, Illinois 


NEW BOOKS 


ASPLEY, J. C. Getting the most out of salesmen: a Dartnell manual for the use 
of sales managers and those in charge of branch and district selling organiza- 
tions. (Chicago: Dartnell. 1935. Pp. 211.) 

BAKER, H, Personnel programs in department stores. (Princeton: Princeton Univ. 
Industrial Rel. Section. 1935. Pp. 85. $1.50.) 

BALDERSTON, C. C., Karapasz, V. S. and Brecut, R. P. Management of an 
enterprise, (New York: Prentice-Hall. 1935. Pp. xiv, 470. $5.) 

“The purpose of this text is to provide, for students and business executives, 
a well-balanced treatment of management essentials” (preface). The authors 


1935]  Accountin g, Business Methods, Investments, Exchanges 769 


are members of the teaching staff of the Wharton School. Questions, problems, 
and cases are given. Chapters deal with product design, standards, incentives, 
purchasing, controls, and personnel management. 

BERNHEIM, A. L. and SCHNEDER, M. G., editors. The security markets: findings 
and recommendations of a special staff of the Twentieth Century Fund. (New 
York: Twentieth Century Fund. 1935. Pp. xxi, 865. $5.) 

BREWER, J. M., HURLBUT, F. and CasEMAN, J. Elements of business training. 
New ed. (Boston: Ginn. 1935.) 

BREWSTER, A. J. and PALMER, H. H. Introduction to advertising. 3rd. rev. ed. 
(New York: McGraw-Hill. 1935. Pp. xv, 476.) 

Cassapy, R. J., and OsTLUND, H. J. The retail distribution structure of the 
small city. (Minneapolis: Univ. of Minnesota Press. 1935. Pp. 107. $1.) 

The authors of this interesting study have sought to make a detailed qualita- 
tive and quantitative measurement of the retail distribution system of a 
tien al city, Waseca, Minnesota. Recognizing the factors in modern life 
which have been stimulating a drift of trade to the larger centers, they attempt 
to determine how far the small city is successful in maintaining its position 
as a center for retail trade. The method is to define in various ways the retail 
trading area of Waseca; to accumulate data on the physical facilities used in 
retailing, on sales volume, costs of operation, and prices; and to register the 
reactions of consumers living within the area. The efficiency of the Waseca 
retail plant is gauged by statistical comparisons with results in other areas and 
by the opinions of consumers. From this evidence the authors conclude that 
Waseca retailers, and inferentially those in other towns similarly situated, are 
serving their city in effective fashion. 

Most economists will be interested to note, in Table II, how Waseca has 
almost completely retained the trade of its environs in convenience ee and 
staples, and how it has yielded to larger centers the major part of its trade 
in fashion goods. This is in line with the fact disclosed in the 1933 Census of 
Distribution, that cities over 10,000, with 48 per cent of the total population, 
carry on 70 per cent of the trade of the United States. The fact that the 
trade which stays at home is mainly in staples, where local merchants can 
compete effectively, indicates that the small city may be expected to hold its 
present relative position. 

The leper an value of this study is the complete pos which it gives of 
the machinery and process of retail trade in a type of community hitherto not 

much studied. 

ROBERT F. ELDER 


CHAPIN, A. F. Credit and collection principles and practice. 2nd ed. (New York: 
McGraw-Hill. 1935. Pp. 648. $4.) 

CHASE, S. Government in business. (New York: Macmillan. 1935. Pp. 296. $2.) 

CoLE, G. D. H. Principles of economic planning. (New York: Macmillan. 1935. 
Pp. xxii, 435.) 

COUTANT, F. R. and DouBMAN, J. R. Simplified market research. (Philadelphia: 
Walther Printing House. 1935. Pp. 152.) 

A G. M. Office management. (New York: Ronald. 1935. Pp. x, 203. 

2.) 

DE Roover, R. Le livre de comptes de Guillaume Ruyelle, changeur a Bruges 
(1369). Extrait des Annales de la Société d’ Emulation de Bruges, tome lxxvii, 
1934. (Bruges: Eloi Vercruysse, Vamhove. 1934. Pp. 81.) 
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If Monsieur De Roover’s conjecture that Ruyelle’s extensive banking and 
exchange business ended in financial insolvency is correct, this unhappy event 
probably was responsible for the preservation of a medieval document of 
genuine importance, At any rate, Ruyelle’s ledger is in the Bruges archives, 
and from it De Roover has reconstructed an illuminating picture of fourteenth 
century private finance. 

Banker, exchanger, tax-farmer, and loan underwriter, Guillaume Ruyelle, 
like his contemporary, Collard de Marke, was a real financier in the so-called 
age of “precapitalism.” He received both time and demand deposits, and 
facilitated the payment of his clients’ debts by clearance, either directly, where 
both debtor and creditor were his customers, or indirectly, by means of running 
accounts with other bankers. He dealt in bullion and in foreign coins, loaned 
money, subscribed to municipal loans, and farmed the wine tax. By careful 
analysis of the ledger, Monsieur De Roover has discovered how all these 
transactions were conducted; he has also shown how Italian methods of 
accounting were spreading into the Low Countries. Ruyelle, for example, 
used a journal (petit papier), a ledger (le grand livre) and a cash book, and 
from these he constructed recapitulative statements periodically which showed 
what he owed and what others owed him. Balance sheets necessarily had to 
await the invention of double-entry bookkeeping, but these primitive business 
statements attest the progress which accounting technique had already made 
in Belgium by the last quarter of the fourteenth century. 

E. A. J. JOHNSON 


DIEMER, H. Factory organization and administration. Sth ed. (New York: 
McGraw-Hill. 1935. Pp. 426. $4.) 

Dopp, E. M., JR, and BAKER, R. J. Cases on business organizations. Vol. TI. 
Preliminary pamphlet no. 2. (Chicago: Foundation Press. 1935. Pp. iti, 417- 
877.) 

ELDER, R. F. Fundamentals of industrial marketing. (New York: McGraw-Hill. 
1935. Pp. viii, 317. $3.) 

Firpetti, G. and Vare, R..S. The economic effects of the NRA: a regional 
analysis. (Minneapolis: Univ. of Minnesota Press. 1935. Pp. 108. $1.50.) 

FINLETTER, T. K. Business associations II. Part 1. Cases and materials on the 
insolvent enterprises. (New York: Ad Press, 1935. Pp. 262.) 

GALLOWAY, G. W., and associates. Industrial planning under codes. (New York: 
Harper. 1935. Pp. xiii, 428. $4.) 

GAYER, A. D. Public works in prosperity and depression. Po for the 
National Planning Board Federal Emergency Administration of Public Works. 
(New York: Nat. Bur. of Econ, Research. 1935. Pp. xx, 460. $3.) 

GLASSMIRE, S. H. Law of oil and gas leases and royalties: a practical legal treatise 
on petroleum rights accruing by virtue of mineral deeds and oil and gas leases. 
(St. Louis: Thomas Law Book Co. 1935. Pp. 400.) 

GRANGE, W. J. Corporation law for officers and directors: a guide to correct 
procedure. (New York: Ronald. 1935. Pp. xxx, 904. $6.) 

HARING, A. Retail price cutting and its control by manufacturers. (New York: 
Ronald. 1935. Pp. x, 247. $3.50.) 

Resale price maintenance, long looked on as killed by the Supreme Court— 
or at least badly ad pay despite the Colgate and General Electric decisions— 
has had a surprising legislative renaissance. Ten states, containing 40 per cent 
of the country’s population, have given it sanction—California in 1931, the 
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others in 1935—-while Connecticut has adopted the price provision of the now 
abandoned retail drug code. An addition to the small library on the subject is, 
therefore, timely. 

Mr. Haring’s work contains a great deal of useful information, The analysis 
of price cutting, based in part on C. T. Murchison’s pioneer book, Resale 
Price Maintenance, discloses both its frequent justification in the retatler’s cost 
structure and its injury to competitors and to manufacturers whose products 
are thus made unprofitable for dealers to handle. After discussing advertising 
allowances and special concessions, the author concludes that producers so 
seldom receive value in return that they would do well to abandon their use. 
There is a chapter on the little known subject of private brands. Court de- 
cisions on price maintenance are ably reviewed, current law being expounded 
rather than the Dick, Bement and other cases long since overruled. The heart 
of the book is in the six chapters of advice to manufacturers on maintaining 
prices. The emphasis on the manufacturer should not make the reader forget 
that the retailer's problem is actually more serious and, as Mr. Haring points 
out, has led to the current drive for legislation. The discussion of the NRA 
code provisions on distribution which closes the book is critical in details, but, 
as has since gloat over-optimistic in its view of the whole. 

Although he opposes the legalizing of resale price contracts, since they 
deny the consumer the benefit of competition among retailers, Mr. Haring 
pons that manufacturers be empowered to stop price-cutting distributors 

rom handling their products. This comes to the same result and clearly places 
him in the small minority of economists (see p. 194) who favor price main- 
tenance. While he states repeatedly the conflict of interest between consumer 
and manufacturer, he does not show, and would find it hard to show, how his 
proposal bridges it. There is much material in this book, but no solution. 
After all, however, where is a solution to be found? 
SIMON N. WHITNEY 
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772 Reviews and New Books [December 


MANLEY, M. C. and HUNT, M. E. The business bookshelf: a list based on use. 
(Newark: Public Library. 1935. Pp. 75. $2.) 
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together are a time-saver. 
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Labor and Labor Organizations 


Labor in Modern Industrial Society. By NORMAN J. WARE. (New York: 
Heath. 1935. Pp. vii, 561. $3.50.) 

Few authors ever packed into 561 pages more useful knowledge or 
shrewd observation on the development of the American labor movement 
than does Norman J. Ware in this volume. His range of information is 
unusually vast, combining a thorough familiarity with printed sources with 
a startling knowledge of the less accessible facts about personalities and 
situations, without which judgments are bound to remain mechanical and 
unreal. With this goes a style of presentation cramped neither by an undue 
fear of transcending the bounds of “objectivity” nor by the academician’s 
reluctance to pronounce clear-cut judgment. Moreover, the author has been 
remarkably successful in presenting his subject as a throbbing, living reality. 
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For instance, the section on “legal rights” (pp. 103-111), devoted to work- 
ers on strike, is not only a completely objective description but also a piece of 
writing which moves profoundly by its genuine pathos. 

= The first fifth of the book is primarily analytical, the balance predomi- 
nantly historical. In the latter part, however, the author has skillfully intro- 
duced analytical treatments of specific problems without obstructing the 
main flow. In the non-historical portion the outstanding treatment is of — 
labor leaders, their several varieties and actual motivation. For his labor 
history Ware has drawn on his previously published works. The main em- 
phasis is placed on the emergence of the American Federation of Labor 
and its duel with the Knights of Labor. 

Stimulating and penetrating as the book is, it is the reviewer's opinion 
that the work suffers, in its interpretation and evaluation of the labor move- 
ment as a whole, from a defect caused by the author’s social “faith.” At 
bottom, Ware refuses to view American labor history from the angle of the 
paramount problem of the American labor movement itself, namely, build- 
ing and maintaining organizations and enlarging their scope as well as the 
scope of individual unionists against the overwhelming obstacles inherent 
in the American environment. As this environment is both material and 
mental, with portions of each changing faster than others, the “experiment” 
of the labor movement is therefore with the employers, with the mind of 
the American community, with the political institutions, and, last but not 
least, with the workers’ own mentality. Ware is a “naturalist” who is 
greatly concerned emotionally with the “quality” of the evolving species. 
He therefore forgets that in America unionism has to run the gauntlet of a 
most deeply entrenched institution of private property which periodically 
produces “open shop” and anti-red avalanches; that it is affected by the 
peculiar American attitude to political struggles; that it has to hold together 
against a conspiracy of many social forces constantly undermining it from 
within; that its pattern is basically alien even in sections dominated by 
middle-class frontier radicalism. Ware sees these factors at work, especially 
immigration, but only as modifying and retarding the effects of the all- 
important machine technique and capitalist institutionalism. But if Marx, as 
Ware repeats, misinterpreted the mind of the workers because he inferred 
directly from economic trends to labor mass psychology, why is Ware not 
guilty of the same error when he refuses to admit that the chief shortcomings 
he has found in the American Federation of Labor—a persistent craft con- 
sciousness, recently modified in the direction of industrial unionism, and 
an inhibition against labor partyism—might be after all legitimate adapta- 
tions to the American situation for the purpose of altering it, without suffer- 
ing serious weakening in the process. Surely the failure of all other types of 
unionism—the De Leon, the I.W.W. and the communist-—-ought to be 
given some weight in forming judgment. A labor movement with even a 
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“most up to date” structure and program is a mere “blue print” if it fails 
to attract workers and to hold them. 

Ware places the “blame” for America’s labor movement so little to his 
liking on leadership, chiefly on Samuel Gompers. Gompers, he feels, might 
have chosen to build up the Knights of Labor, the organization of all labor, 
into a real modern labor movement instead of devoting himself as he did 
to its destruction and replacement by a non-political, craft-conscious Federa- 
tion—yjust because, as Ware insists, the latter was easier to accomplish and 
ministered to his lust for revenge and power. He also blames Gompers for 
having made dual unionism the one unforgivable sin in the American labor 
movement-——not because that was required to prevent internecine strife, 
which in a movement as fragile as the American labor movement leads to 
sure destruction, but in order to perpetuate himself and his cohorts in power. 
It is this persistent anti-Gompers bias, itself the result of the author's com- 
mitment to an abstract “ethical” conception of the labor movement, that 
imparts to the book a pronounced air of unfairness just as it obstructed the 
vision of this highly gifted social investigator. In Gompers’ case, the author’s 
perspicacity becomes highly questionable mind reading, such as the asser- 
tion that Gompers had an “aversion to jail amounting to an obsession” (p. 
340) and that he sought cover after the confession of the MacNamaras 
(p. 376). Gompers showed his fear in a truly unusual manner when he 
went to Indianapolis to give comfort to the iron workers’ convention, pre- 
sided over by a man under sentence of seven years in a federal penitentiary. 

Ware ends by expressing a doubt whether the official trade-union leader- 
ship in the United States or England can supply a leadership to effect an 
“adjustment of ideas, institutions and behavior to these [economic] condi- 
tions” (p. 497). He pins his hopes on a new, intellectual leadership. But 
intellectuals are notoriously devoid of “organization consciousness” and 
build altogether too much on theoretically and statistically demonstrable 
economic trends, confident that mass movements are controlled by these 
forces—a conclusion disproved by triumphant fascism. Labor leaders, with 
all their faults, at least manage to keep the concrete workers in the center 
of their vision rather than a mass of abstract human atoms, and feeling 
responsible for their organization they are ever alive to the strength of the 
opponent and to the general “lay of the land.” 

The author proclaims in the preface that “this book is written from the 
standpoint of labor.” But if the only labor organization to which the author 
gives his approval is the defunct Knights of Labor, the question might be 
rightly asked what he means by “labor.” Concerning the Knights of Labor 
the reviewer suggests that the author mistook the crusading zeal of “anti- 
monopoly” for the labor pains of a “modern” labor movement—just as in 
Russia the “populist” socialists mistook the village commune, which for all 
of its devices of “equalized land use” bred ‘“‘kulaks” by the million, for the 
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foundation of a socialist order in the modern sense. The labor “radicalism” 
of the eighties, if given full development, would have eventuated in a 
paradise of farmer owners, small manufacturers and shop keepers—in brief 
in an American “kulak” paradise, from which labor unionism as well as 
trusts would have been expelled at the point of the sword. Ware brings out 
Joseph Buchanan as the “best representative” of this “new type” of labor 
leader who in the crucial middle eighties was engaged in changing the 
Knights of Labor from “a conservative and inactive organization to one of 
revolutionary possibilities’ (p. 251); but the same Buchanan, Ware relates, 
“allowed and assisted Knights of Labor railroad men to act as ‘scabs’ in the 
C. B. and Q. strike,” until Debs convinced him of the danger of that prac- 
tice, because Grand Chief Engineer Arthur “had withdrawn engineers from 
the Knights of Labor railway strikes” (p. 282). The policy of combating 
“dualism,” the cornerstone of the Federation’s structure, which Ware repeat- 
edly condemns, could hardly have found a clearer justification. 

SELIG PERLMAN 
University of Wisconsin 


Trade Unions and the State. By W. MILNE-BAILEY. (London: Allen and 
Unwin. 1934. Pp. 345. 12s. 6d.) 

Trade unions have long enjoyed recognition in England as established 
social institutions. While by no means all industry is unionized, there is 
little outspoken hostility against unions by employers, and in many indus- 
tries Jabor conditions have for years been regulated through trade agree- 
ments. Similarly, the government, while still hampering trade unionism with 
some legal disabilities, recognizes the trade unions as the spokesmen for 
all workingmen and, even when controlled by Conservatives, consults the 
Trades Union Congress General Council on all industrial questions. 

Nevertheless, the relations between the British government and the trade 
unions have not always been pleasant. Both in the general strike of 1926 
and in the general election of 1931 much was made of the issue of trade- 
union domination. While the defeats which labor sustained on both these 
occasions have allayed the fears of the middle classes, the trade unions 
are still suspected of aiming at the complete control of the state for their 
own ends. 

It is to this question that this book is addressed. The author is the head 
of the research division of the Trades Union Congress General Council. 
While there is no reference anywhere in the book to the author’s con- 
nections and there is not a line which suggests that the views expressed 
represent anything more than the conclusions of a well informed student of 
this problem, they can safely be taken as expressing the hopes and objectives 
of present-day British trade unionism. 

This book was written to set forth the author’s views on the desirable 


ten. 
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relationship between the trade unions and the state in the years which are 
immediately ahead. As a background, the past and present relations are 
reviewed in some detail and the theories advanced by thinkers in all ages are 
brought to bear upon this problem. Quite naturally, the author ever has Eng- 
land in mind, but his general philosophy is adaptable to any industrialized 
country. 

The book begins by calling attention to the large number of clashes 
since the World War between the trade unions and the state in many 
lands. Such clashes are almost certain to increase if the view continues 
to be held that the state must be supreme in all spheres and that every dis- 
obedience of the mandates of its politically elected representatives is a chal- 
lenge to its sovereignty. 

Trade unionism is at variance with such a unitary concept of the state. 
“Freedom, democracy, the refusal to accept industrial autocracy or state 
absolutism have been the keynote of the history of organized labor ever 
since men and women first banded themselves together to defend their 
vocational interests.” Dictators, hence, suppress the unions or allow them to 
exist only as subordinate agencies of the state. Democracies cannot follow 
suit without abandoning their democratic character. 

The irreconcilable conflicts which occur are due not to the element of 
democracy, but the fact that the unitary state “cannot fit in with the tendency 
toward functional decentralization which arises inevitably out of the facts 
of economic growth. The reconstruction of economic life and government 
that is just beginning must be on democratic lines and must provide for the 
participation of organized labor as one of the most important functional 
groups.” 

The trade unions are “the group expression of Labor” concerned with 
the vocational side of life. “In no state and in no social system can trade 
unionism permanently cease to be a real living force.” Conflicts between the 
state and the trade unions cannot be eliminated through suppression or state 
control, but only through according them “a status comparable with their 
actual position in the economic system, and an effective voice in the for- 
mulation of policy affecting their interests.” 

In an age when technically scarcity no longer exists and in which 
the consciousness of scarcity is gradually disappearing, the vocational in- 
terests of labor are no longer concerned merely with the job, but also with 
the “conscious control of economic institutions and the planning of economic 
activities in the public interest.” 

Various concrete suggestions are made for according trade unions an 
effective voice in formulating policies affecting these wider vocational in- 
terests of labor. The government as an employer should deal with the trade 
unions in the same way as does a private employer, and so should the quasi- 
public corporations which seem destined to become an important means 
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for the democratic control of industries in the public interest. ‘There is no 
reason why trade unions, after the necessary nationalization of their own 
organization, should not make themselves increasingly responsible for the 
entire function of labor supply and regulation. Beyond this, the trade union 
should have (minority) representation on the governing boards of such 
corporations or on advisory committees and also on a National Economic 
Council, whose function it will be to advise Parliament in the economic 
feld.” The main principle underlying these suggestions is that where the 
interests of labor are most directly and concretely affected, the unions will 
actively participate, and that where general policies and the wider economic 
issues of government are concerned, the trade-union movement will have 
a recognized consultative and advisory réle. 

There is one evident omission in this study of the relationships of the 
trade unions to the state. Nowhere is there any discussion of the implications 
of the close connections between the British trade unions and the Labor 
Party, which figured so prominently in the Cabinet crisis and the general 
election of 1931. Between the lines the inference is very clear that the trade 
unions have an interest in public affairs that is quite distinct from that of 
the Labor Party, but this is not stated; in fact, the Labor Party is never 
mentioned. The reviewer found most interesting the concept of a changing 
capitalism which is gradually merging with an altered socialism, the passing 
of the age of scarcity and the implications of this change, the pluralistic 
view of society tinctured with the British concept of the supremacy of Par- 
liament, and the 80 pages devoted to the history and present status of the 
law of labor combinations in England, which is easily the best brief ac- 
count for laymen that has been written on this subject. And these are by 
no means all of the high points; this book is one which no student of 
either labor problems or government can afford to overlook. 

EDWIN E. WITTE 

University of Wisconsin 
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ia on collective agreements between employers and work-people in Great 

ritain and Northern Ireland. Vol. I. Mining and quarryin § industries; engi- 
neering, shipbuilding, iron and steel and other metal industries; building, 
woodworking and allied industries. By the Ministry of Labour. (London: 
H. M. Stationery Office. 1934. Pp. xxxiv, 454. 7s.) 

This volume is the first of a series to be issued by the Ministry of Labour 
summarizing collective agreements in Great Britain. It deals with agreements 
in mining, engineering, shipbuilding, iron and steel, and building industries. 
Later volumes will consider other industries. No report of this sort has been 
undertaken since 1910. Since then a number of industries in which collective 
agreements were at that time practically unknown, now commonly work under 
“agreed industrial by-laws.” Among these are civil engineering, public works 
construction, electrical contracting, paper making, flour milling, leather tanning 
and currying, cement making, and the mercantile marine. 

Several trends in the form of agreements are noted. National agreements are 
becoming increasingly common, though coal mining offers an important ex- 
ception, for in the coal fields district agreements have prevailed since the 1926 
strike. Agreements are likewise becoming more inclusive by covering more un- 
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skilled and semi-skilled workers. Wages in the coal industry are, as previously, 
in part settled on the basis of the district’s profitability. In iron and steel slid- 
ing-scale arrangements based upon selling prices prevail. 

Students of industrial relations in this country cannot but be impressed by 
the opening paragraph of the report: “Collective bargaining between employ- 
ers and workpeople has, for many years, been recognized in this country as 
the method best adapted to the needs of industry and to the demands of the 
national character, for the settlement of the conditions of employment of the 


hair an on in industry. Although collective bargaining has thus become es- 
tablished as an integral part of the industrial system, it has discharged its im- 


portant function, on the whole, so smoothly and efficiently and withal so un- 
obtrusively, that the extent of its influence is apt to be, if not altogether over- 
looked, at least underestimated. It has produced a highly co-ordinated system 
of agreed working arrangements, affecting in the aggregate large numbers 
of workpeople and defining, often with great precision, almost every aspect of 
industrial relations.” 
LINCOLN FAIRLEY 
Twelve and one-half million registered for work, 1934. (Washington: Supt. 
Docs. 1935. Pp. 103.) 
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British International Gold Movements and Banking Policy, 1881-1913. 
By W. Epwarps BEACH. Harvard Econ. Stud. Vol. 48. (Cambridge: 
Harvard Univ. Press. 1935. Pp. xiv, 218. $2.50.) 

The theoretical treatment of international gold movements, after a long 
period of slow development, is now rapidly advancing. Professor Beach, 
who is particularly interested in the study of lags in connection with such 
movements, might appropriately have commented on the lags between the 
actual modifications in international transactions and corresponding ad- 
vances in the analyses and explanations offered by economists. 

The material in this study, which was awarded the David A. Wells prize 
at Harvard for the year 1930-31, has gained rather than lost in timeliness 
in the interval before publication in its present form in the Harvard Eco- 
nomic Studies. The period 1881-1913, selected for analysis as a time during 
which business cycles in England were clearly marked and, with one fairly 
unimportant exception, free from the complicating influences of war, is as 
useful as ever for scientific dissection; and in the meantime the public aware- 
ness of the importance and complexity of the relationship between economic 
cycles and international gold movements has deepened. 

Professor Beach sets himself the task of examining factually Hawtrey’s 
concepts with respect to internal drains and the international flow of gold 
in the course of the various phases of the business cycle. In particular he 
attempts to give precision, with the aid of quantitative evidence, to the con- 
cept of lags; and, further, to explore the mechanisms of the foreign exchange 
market and the process of adjusting disequilibria in the balance of payments. 
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He is hypercritical neither of the classical theory of gold movements nor 
of the position of Hawtrey himself, which he describes as inherently clas- 
sical. Tacitly he gives the reader to understand that further advance in this 
field of knowledge is dependent upon the prolonged and painstaking 
process of quantitative exploration. 

After a preliminary survey of price-specie flow theories from the early 
nineteenth century to the present day, together with modifications in them 
and criticisms brought against them, the author proceeds to a statistical 
analysis of cyclical variations in gold and currency movements, bank reserves 
and credit, the London money market, and the relation of the Bank of 
England to the money market and the banking system throughout the 
period. An examination of the facts makes fairly obvious the conclusion 
that the more temperate the fluctuations in the business cycle the greater the 
lag in gold and currency movements. Bank rates present a slightly more 
complicated situation. The important cyclical variations stand out, with high 
rates in the period of expansion and low rates in depression, but market rates 
tend to diverge from the bank rate in depression, although they remain in 
close accord in periods of expansion. Generalizations and conclusions of this 
order are lacking in the chapters on the London money market and the 
relations of the Bank of England to the market. These chapters, however, 
contain a detailed record of the operation of the machinery during the 
period. 

As a result of his analysis Professor Beach finds two difficulties with the 
classical explanations in connection with cyclical gold flows. In the first 
place, it is assumed that adjustments through the price mechanism and 
responses in international trade must be very prompt. The author questions 
whether the business cycle is long enough to permit these adjustments to 
be made. In the second place, fluctuations in foreign loans should permit 
higher price levels in borrowing countries during prosperity, and steeper 
falls in depression, than in creditor countries, if the classical explanation 
is correct. Lower price levels in prosperity in older creditor nations produce 
specie imports if price levels govern the situation, but are consistent with 
specie exports if a large volume of foreign lending is going on. A lag of 
prices in such countries does not necessarily, therefore, bring specie imports 
in prosperity or exports in depression. 

Professor Beach feels sure that Hawtrey has overemphasized the sensitive- 
ness of the response of prices and production to a rise in discount rates. He 
himself believes that the frictional elements in the economic system are more 
important than the classical writers have admitted. In conclusion he argues 
that unless some mechanism such as Keynes has suggested is set up for 
curbing the unfortunate effects of movements of short-term balances, the 
international gold standard seems likely to prove effective only over short 
periods and to be subject to breakdown at frequent intervals. 
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Probably the author’s most important contribution to the discussion, aside 
from the presentation of the not-too-accessible factual material, is his em- 
phasis upon friction in international transactions. Many of the prophecies 
made as to international transfers on account of post-war obligations, both 
public and private, have gone askew because of the very error which he 
attacks: that of underestimating the obstacles in the way of smooth and 
prompt responses. In this connection he might well have given even greater 
. attention to long-term capital commitments. 

ALZADA COMSTOCK 
Mount Holyoke College 


Regulation of the Small Loan Business. By Louis N. ROBINSON and ROLF 
NUGENT. (New York: Russell Sage Found. 1935. Pp. 284. $3.00.) 


This is the fifth and final volume of the series the Sage Foundation has 
issued on the general subject of small loans. While it makes generous use 
of information contained in the earlier volumes it is more than a mere 
summary. The authors present the historical background of lending; de- 
scribe unlicensed lending before the enactment of special small-loan laws; 
show the many abuses; trace the evolution of small-loan legislation; describe 
the procedure used by small-loan offices; and finally present a critical analysis 
of costs and profits in the business and of the problem of the desirable rate 
of interest to allow the lenders. 

No one wishing a knowledge of this relatively new type of lending, too 
long neglected by economists, can afford not to read this volume, the most 
comprehensive one on the subject. It is packed with information as to the 
social philosophy of small loans, the opposition to the law by unlicensed 
lenders, Morris plan banks, and well meaning individuals who were shocked 
at the high rate of interest allowed by law. In the judgment of this reviewer 
the authors have demonstrated the need for small-loan companies charging 
whatever rate of interest may be requisite to attract to the field the capital 
that may be used in lending to people who otherwise would be driven to the 
Joan sharks. The determination of a maximum rate of interest, the authors 
hold, is a practical and not an ethical problem (p. 244). That is, the rate 
allowed determines the type of risk that can be taken by the lender. In 
general, while local conditions make variation desirable, they believe a rate 
of 3 per cent per month attracts to the field that capital needed to lend to all 
to whom it is socially wise to make loans (p. 251-2). 

If any adverse criticism is warranted, it is that inadequate emphasis has 
been given the evils developed under the system. The authors do show that 
there have been too many repeaters, in many cases the renewals accounting 
for more than half the loans made (p. 215). This is a heavy indictment of 
a system lending to the necessitous at high rates of interest. Unwarranted 
duplication, borrowing at several offices simultaneously, is also recognized 
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as an evil. If the rate permitted is too low lenders are tempted to limit them- 
selves to the larger loans, frequently persuading prospective borrowers to 
take larger sums than they should receive. To prevent this the Foundation 
now recommends a graduated charge, the rate decreasing on sums above 
a stipulated amount (pp. 269-70). This impresses the reviewer, in spite of 
the difficulties involved, as a step in the right direction. 

Perhaps the most questionable position taken by the authors is the as- 
sumption that competition will reduce the rate of interest in the small-loan 
field (pp. 186; 219). There is reason to believe that here, as in the public 
utility field, competition, through a reduction in the volume of business for 
each office, is more likely, because of increased overhead, to compel the 
exaction of higher rates of interest. 

Since this is the final volume of the series it is unfortunate that the authors 
did not include a selected bibliography of the literature on the subject. In 
spite of this, the book is an invaluable contribution to the subject. 

CLYDE OLIN FISHER 

Wesleyan University 


Ecrits Notables sur la Monnaie (XVI Siècle), de Copernic à Davanzati. 
Edited by JEAN-Yvzs LE BRANCHU. Vols. I and II. (Paris: Alcan. 
1934. Pp. civ, 177; 241. 35 fr., each.) 

When in September, 1931, England announced her departure from 
the gold standard, a punster proclaimed that “Britannia waives the rules.” 
Since then, this waiving of rules in multifarious fashions has produced so 
much excitement that we are apt to forget there is absolutely little new 
under the sun. Browsing through these two volumes with their handsome 
facsimiles of title-pages, the reader will encounter many analogies with 
present-day discussions concerning controlling (7.e., ruining) the currency 
and attaining autarchy (że. annihilating trade). He will discover, for 
example, that in 1526 Copernic, a member of the “sound” or “sadistic” 
monetary school, prevailed upon Sigismund I to secure Poland’s ad- 
herence to the gold-silver bloc; that, at about the same time, silver interests 
in Saxony, after a lively exchange of pamphlets (experts’ reports) secured 
an advance in the nominal price of the metal; and that Sir Thomas Gresham 
was sent to Antwerp with the express commission to maintain the pound 
rate there, while endeavoring to transfer payments on Henry the Eighth’s 
frozen long-term credits from the Low Countries (exchange control). 

The first volume of the collection embraces, beside the 100 page intro- 
duction, Copernicus’s memoire and letter on coinage, the Saxon “Gemeine 
Stimmen von der Münze,” Malestroit’s “Paradoxes,” and Bodin’s notable 
“Response.” In Volume JI appear Gresham’s communication to Eliza- 
beth, the anonymous ‘The Common Weal of This Realm of England,” 
and Davanzati’s lecture on money. All these works are reproduced without 
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abridgement, and with careful editorial annotation. The modern French 
translation of “The Common Weal” lacks the charm of the sixteenth 
century English original with which we are familiar through Miss Lamont’s 
editorship. But this unavoidable loss is made good by the retention of the 
original version of Bodin, which does not prove so archaic as to preclude a 
foreigner’s enjoying its quaintness and understanding the argument. 

M. Le Branchu’s introduction is at the same time scholarly and lively. 
Laymen and general students of theory will find that it affords an excellent 
orientation to this particular phase of monetary writing, and the specialist 
will want to examine M. Le Branchu’s evidence that not John Hales but 
Sir Thomas Smith is really the “W. S.” to whom we should attribute “The 
Common Weal.” The publication of these two volumes signalizes the 
launching of the second edition of Collection des Principaux Economistes 
under the direction of Professors Gaeton Pirou and Francois Simiand, with 
a somewhat revised list of authors and works. Through the publication 
of manuscript texts and out-of-print editions, this series performs an es- 
sential service for the student of economic doctrines. 

HOWARD S, ELLIS 

University of Vienna 


La Politica Finanziaria e Monetaria dell'Inghilterra. By ANTONIO MARIO 
PESENTI. (Padua: A. Milani. 1934. Pp. xviii, 340. L. 43.) 

This book deals primarily with English public finance since the World 
War, but the subject is treated in such a broad way that it becomes a study 
of the whole of English economic policy. It is divided into four parts. The 
first part outlines the principal economic and political characteristics of post- 
war England and the problems centering upon the return to the gold 
standard. The second covers the period from 1925 to 1931, under the gold 
standard, with emphasis upon the increase in expenditures, “safeguarding,” 
reform of local taxes, the public debt and unemployment subsidy policies, 
and the relationship between English and international costs and prices 
under the gold: standard. The third part deals with the period following 
the abandonment of the gold standard. Here are traced the advantages and 
dangers of the new situation, the economic and financial policies pursued 
by the government and the Bank of England, and fiscal policy under de- 
valuation. The concluding part summarizes the characteristics and analyzes 
the effects of English policy. 

The most important problem under the gold standard was the lack of 
equilibrium between English and international prices. The abandonment 
of the gold standard, the management of the pound, and protection to 
English industry reduced appreciably the unfavorable balance of trade. 
Going off gold checked the fall in prices but not the deflation of wages, 
increased available credit resources and, most important of all, resulted 
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in increased profits. But the gains, Pesenti believes, are temporary, and 
cannot compensate for the effective and lasting losses occasioned by the 
new policy. The world crisis was aggravated; for many other countries also 
devaluated, those remaining on gold suffered more deflation, and monetary 
and economic protectionism were augmented. Other countries adopted 
English methods and used them without moderation. Nor does the forma- 
tion of a “sterling” block offer the possibilities of a solution of England’s 
problems. For the national interests of the countries concerned are too 
diverse. It is best for all concerned that England return to the gold standard, 
although not necessarily at the old parity. 

The devaluation of the pound, Pesenti concludes, was a manifest in- 
dication of the tmpotency of English political economy to meet and resolve 
the crisis with methods dictated by sensible economic theory. It would have 
been better to make a direct frontal attack on costs of production in old 
industries and to stimulate the development of new industries. But England 
used instead the classical methods of capitalism in crisis: reduction and 
regulation of production, establishment of cartels in which failing estab- 
lishments are able to continue operations, and maintenance of prices. Con- 
sequently England slowly but surely is becoming decadent. Her salvation 
lies in state intervention and not in the return to the doctrine of liberal- 
ism. But intervention must not be, as it has been, designed to crystallize 
the existing economic system in the interests of the dominant economic 
classes. It must be intervention based on clear ideals of national interests 
and designed to adjust the economic system to changing world conditions 
and to maintain the flexibility essential in modern times. 

England’s economic policy is of great concern to the world. It remains to 
be seen whether or not devaluation and protectionism are the way out. To 
the debate on that question, Pesenti has made a valuable contribution. He 
has carefully analyzed the available material and has presented the results 
of his analysis in a masterly fashion. That many will disagree with the 
conclusions reached is certain. Yet all must respect the impartiality, per- 
spicacity, and scholarship here brought to bear upon one of the most im- 
portant current economic problems. 

DOMENICO GAGLIARDO 

University of Kansas 


NEW BOOKS 


ANDERSON, T. J. The powers of Congress over currency, banking and security 
distribution. (Cambridge: Bankers Pub. Co. 1935. Pp. 59. $1.) 

ANGAS, L. L. B. The problems of the foreign exchanges. (New York: Knopf. 
1935. Pp. xiv, 316. $3.75.) 

“Gold prevents the cure of Unemployment! ... And that is precisely why 

I have written this book. It is impossible . . . either to cure unemployment 
or to have continuous good trade until the international gold standard as we 
know it is abolished.” 


786 Reviews and New Books [December 


“A gold backing for internal currency is entirely unnecessary.” 
In these two statements we have the creed of the author. 
The bald statements of Major Angas indicate the holding of very radical 
opinions. However, as he develops his thesis it is evident that we are reading 
the views of a thinker, views which merit thoughtful consideration and which 
deserve to be weighed carefully against habits of thought and life-long predilec- 
tions that gold is the only reliable measure for money in either domestic or 
foreign trade. l 
If an international monetary system could be agreed upon, Major Angas 
admits that gold would be by far the best that the wit of man is able to de- 
vise at present. “But please note,” he says, “I have used the word ‘interna- 
tional’ and not ‘national.’’’ However, as a practical matter an international 
standard is politically impossible. Furthermore he takes the position “that even 
if people would work the gold standard properly, it would not be as good in 
practice as non-international paper; and since they will not work it properly, 
pe is much the best.” | 
support of this view the author makes a thorough analysis of the manner 
in which foreign trade operates. This analysis is keen, clear and should be 
read by anyone whose knowledge of this subject is more or less nebulous. It 
is said that Mr. J. P. Morgan "can tell a good bill by its smell,” but most of 
us are not so well informed. 
The book is divided into four parts: Part 1, “First principles’; Part 2, 
“Mechanism of the gold and’ ga exchanges” ; Part 3, “Gold compared with 
paper (the chapter on the six diseases of money is important) ; and Part 4, 
“Practical problems.” In the concluding chapter the author reviews today’s 
exchange problems of the leading nations. He is frankly pessimistic about se- 
curing improvement in world economic conditions. So far as America is con- 
cerned the author expresses the opinion that “until Mr. Roosevelt succeeds in 
making American business men believe that he is anxious for them to make 
T and big ones at that, no rapid revival is likely. Fear that profits are 

ooked at with disfavor is disastrous to employment and business revival in a 
capitalistic State.” 

As to the future, he says “gold may still be held as a nominal backing to 
currency; and in some cases actual reflation may be effected on gold instead 
of n This I regard as the most likely and the healthiest way out of the 
tangle.” 

thought-provoking book. It may be commended to all who want to under- 
stand the working of the international exchanges when on a paper basis, as 
they are today. 
Harvey E. Fisk 


BALABANIS, H. P. The American discount market. (Chicago: Univ. of Chicago 
Press. 1935. Pp. ix, 101. $1.) 

As used in this monograph, the term discount market is synonymous with ac- 
ceptance market or bill market dealing only in bankers’ acceptances. ‘“The pur- 
pose of this study is to explain, within limited space, the organization of the dis- 
count market, the services it renders in the financing of domestic and inter- 
national trade, the opportunities it offers for short-term investment, and the 
part it plays in the mechanism of commercial credit.” 


BASTER, A. S. J. The international banks. (London: P. S. King. 1935. Pp. vii, 
269. 12s. 6d.) 
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BEATY, J. Y. How to understand banks. (Chicago: Business Pubs. 1935. Pp. 
322. 

ee B. P. Contemporary English and American theories concerning the 
effect of commercial banking on the supply of physical capital. (Los Angeles: 
Univ. of Southern California Press. 1935. Pp. 45.) 

BREWINGTON, A. and KNISELY, V. B. The social concept of money: a bibliog- 
raphy. (Chicago: Univ. of Chicago Press. 1935. Pp. viii, 107. 50c.) 


“The social concept of money is here defined as an attitude which predis- 
poses one, as an individual and as a member of society, to manage his money 
with eat for the economic and social consequences of his spending, earn- 
ing, and saving.” 


BROWNELL, F. H. The world silver situation. Address delivered before the 
American Mining Congress, Chicago, September 24, 1935. (New York: 
Am. Smelting and Refining Co. 1935. Pp. 15.) 

CRAMER, T. P., JR. States as bankers. (Portland, Ore.: Author, Ore. Bankers 
Assoc, Pp. 53. 50c.) 

Crow, W. H. and CHECKVER, S. The federal credit union, (New York: Ortom 
Press. 1935. Pp, 215.) 

DomMkE, M. La clause “dollar-or” : la Gad lias de la législation américaine 
aux emprunts internationaux. (Paris: Les Ed. Internat. 1935. Pp. 100. 20 fr.) 

DURBIN, E. F. M. The problem of credit policy. (New York: Wiley. 1935. Pp. 
xvii, 267. $3.) 

Ernzic, P. World finance, 1914-1935. (New York: Macmillan. 1935. Pp. xvi, 
382. $3.) 

The title chosen by Dr. Einzig is an ambitious one for a volume of less than 
400 pages; but the book contains enough well-merited thrusts and thoughtful 
observations to compensate its readers for any speed there may be in covering 
the period. Scornful of both groups of extremists—those who “think that 
everything ought to be sacrificed for the sake of maintaining the monetary 
status quo,” and the “currency cranks” and “various schools of currency con- 
jurors, Douglasites, Soddyites, Technocrats, etc.” —the author contends that 
the proper monetary policy of the future lies along a middle path. Within the 
frame of economic planning he would have the world’s major currencies de- 
valued and stabilized according to their new economic parities. Their relation- 
ships might then be altered as a matter of expediency, but only when major 
movements in commodity prices make adjustments desirable. 

The author has become extremely critical of British policy in the past and 
of the principles according to which it has been guided. In speaking of Great 
Britain s “error” in raising the bank rate to 10 per cent in August, 1914, he 
releases this dart: 


“According to the orthodox dogma, the bank rate is an all-important weapon 
with which central banks are in a position to-govern the welfare of the nation, 
the fate of mankind, and even the course of the Universe. ... And had the 
astronomers discovered that another planet was threatening to collide with 
our globe the pundits of pre-war finance would have expected to avert the 
disaster with the aid of a 100 per cent bank rate.” 


For Americans the most provocative sections of the book are those which 
deal with the Roosevelt moneta hena The author, frankly confessing that 
at the beginning he was one of ose who accused the American authorities 
of deliberately “walking off the gold standard,” now admits that upon closer 


788 Reviews and New Books [ December 


examination of the circumstances in which the decision was reached, he has 
arrived at the conclusion that President Roosevelt was right. He believes that 
he will not be contradicted when he says that the suspension of the gold stand- 
ard of the United States provided the turning-point in the crisis. _ 
Even those whom Dr. Einzig has roundly scolded will find in these pages 
something to aaa over. Any thoughtful American who is familiar with the 
‘ terminology of the subject should profit by reading the last third of the book, 
and in particular the sections which deal with the “brutality” of the American 
gold-buying policy. 
ALZADA COMSTOCK 


FEL K. T. Silver at work, with special reference to China. (Shanghai: Finance 
and Commerce. 1935. Pp. ii, 51. $3, Chinese.) 

This large pamphlet is a republication of a series of articles in the well- 
known Shanghai journal, Finance and Commerce, It is a technical n of 
the internal and external economic conditions of China, more especially from 
the standpoint of currency, buttressed with elaborate statistical data. Although 
it suffers from inconclusiveness of judgment on the major issues discussed, 
this study will be of use to all American economists interested in Chinese 
currency. 

NEIL CAROTHERS 


FISCHER, H. Die Statistik des französischen Kreditmarktes: Versuch einer 
kritischen Darstellung. (Berlin: Heymanns. 1934. Pp. 219. RM. 6.) 

GARCIA, F. L. How to analyze a bank statement, (Cambridge: Bankers Pub. Co. 
1935. Pp. 54. $1.) 

GREGORY, T. E. Currency stabilization and business recovery. Report prepared 
for the International Chamber of Commerce. Doc. no. 4. (Paris: Internat. 
Chamber of Commerce. 1935. Pp. 7.) 

GRIZIOTTI, B. L’évolution monétaire dans le monde depuis la guerre de 1914. 
(Paris: Sirey. 1935. Pp. 144.) .- 

HALM, G. Geld—Kredit—Banken, (Munich: Duncker und Humblot. 1935. Pp. 
vu, 164. RM. 3.50.) ` 

Harpy, C. O. The Warren-Pearson price theory. (Washington: Brookings Inst. 
1935. Pp. vii, 34. 50c.) 

“A pre-print from a study of the influence of exchange depreciation on prices 
and on the volume and direction of the flow of international trade.” 

Harwoop, E. C. and Fercuson, D. G. Inflation. (Cambridge: Am. Inst. for 
Econ. Research. 1935. Pp. 64. $1.) 

“What is inflation ?” ; “Varieties of inflation and their consequences” ; “The 
story of inflation in Germany” ; “Inflation and devaluation in France”; ““Amer- 
ica’s experiences with inflation”; “An index of inflation.” 


HIMADEH, S. B. Monetary and banking system of Syria. (Beirut: American Uni- 
versity. 1935. Pp. xix, 367.) 

This volume will be of value to students of money and banking who have 

a special interest.in the Near East or in France. It will also be valuable to the 

theorist as an exposition of conditions in a region where commerce and finance 

are relatively less advanced. To the reviewer this latter aspect of the study seems 

. worthy of particular notice. Our banking development in the United States 

has been rapid, and primitive conditions are part of our historical background. 
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They still prevail in many sections of the world. Yet this fact is largely ig- 
nored in our study of banking, which deals primarily with the present organi- 
zation in our own country and secondarily with that in Europe. 

To particularize some of the unusual conditions present in Syria in the 
post-war years, we find: (1) a number of foreign coins in use without a fixed 
value relationship to each other or the national unit; (2) a money of account 
differing from the national unit; (3) a national “paper exchange” standard 
tied to the franc (which fluctuated in gold value until it was pegged in late 
1926), in a country accustomed to i and silver in circulation; (4) the at- 
tempt to popularize a new national unit under these handicaps; (5) a country 
where even ordinary commercial financing is largely by agencies other than 
banks and at high interest rates; (6) banking without government supervision ; 
(7) banking (outside of foreign banks) still in a process of development from 
a position as a sideline of other business; (8) a DTA distrust of banking 
which limits deposits; (9) a belief held by a considerable portion of the popu- 
lation that all interest is usury; (10) almost complete absence of payment by 
check; and (11) a legal system that is a handicap to commercial credit trans- 
actions. 

The ordinary reader cannot realize the difficulty involved in presenting an 
accurate picture of such conditions because of the dearth of literature and off- 
cial publications with which the American researcher is accustomed to work. 
Mr. Himadeh, favored by his background of a life in Syria, has done an ex- 
cellent job in the historical and descriptive sections and deserves our grati- 
tude. The section dealing with suggestions for reform is less satisfactory, not 
so much because of the proposals advanced as because of the brevity of the 
discussion. 

PRENTICE N. DEAN 


JOLLIFFE, M. F. The United States as a financial centre, 1919-1933, with reference 
to imports and exports of capital. (New York: Oxford Univ. Press. Cardiff: 
Univ. of Wales Press Board. 1935. Pp. xti, 146. 6s.) 


This book gives a brief history of monetary and credit events in the United 
States from the end of the war through 1933 together with a description of 
the American money market. 

The United States has rapidly acquired a dominant economic and financial 
position in the world, due, according to the author, to the following factors: 
(1) The country possesses vast productive resources such as coal, petroleum, iron 
and a fertile soil. (2) American industry has been highly rationalized and 
mechanized. (3) The United States has an extensive home market free from 
political and other barriers. (4) The country has an improved banking and 
credit system, following the inauguration of the federal reserve system in 1914. 
(5) The European war turned the United States vigorously from a debtor to 
a creditor, and gave great impetus to the financial development of the country. 
(6) The United States has seemed to have fewer political and social upheavals 
than other countries, which fact attracted capital to America. 

In discussing credit policies and events leading up to the financial collapse 
of 1929, the author feels that the blame is to be placed partly at the door 
of the federal reserve system. The system has not provided the intended 
stability due to the abnormal situations which it has faced and for which it 
was inadequately prepared by the terms of the Federal Reserve act. Member 
banks were largely independéat of the federal reserve system because of an 
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extraordinary inflow of gold which began during the war. This gold was- not 
wholly sterilized but created a vast Poos of credit, assisted by the federal 
reserve system. Thus, “The money market was set for a tise from 1924 and that 
rise was actually inspired in part by the cheapening of credit by the federal 
reserve banks.” Cheapening credit in 1927 for the purpose of E Europe 
had particularly disastrous effects upon the United States. ae ative forces 
exhausted themselves almost without resistance from the federal reserve authori- 
ties, . . . Its policy was unstable and erratic. .. . It should make up its mind 
once for all that the best way to help Europe is by being successful in main- 
taining stability within the United States.” 

The reserve system has lacked organic unity. It has furthermore been handi- 
capped by actions of the oot or by pressure of public opinion. To some 
extent its failure has also been due to inability to understand money market 
movements. ; 

Other factors responsible for the crash in 1929 and the subsequent havoc 
were; policies of business se foe unwarranted extension of credit by 
member banks and foreign lending activities. 

The author gives considerable attention to foreign financial affairs of this 
country and to its balance of payments. He points out the inconsistencies in- 
volved in American tariff policy. The large imports of gold—‘‘which had such 
devastating effects both upon the economy of the United States and a 
that of foreign countries’—were in large part caused by our tariff policy 
Refusal of the United States to accept imports thus was an important cause 
of the depression. Financing our exports by loans, followed by a sudden ces- 
sation of loans has had disastrous effects upon foreign trade and upon world eco- 
nomic conditions. 

The book gives a concise picture of American post-war monetary and credit 
developments, national and international, written with the perspective of a 
foreigner. The system of assembling all footnotes together at the end of the 
book is a little inconvenient to the reader. 

JOHN PARKE YOUNG 


LIEPMANN, L. Der Kampf um die Gestaltung der englischen Wahbrungsver- 
fassung, 1819-1844. (Berlin: Junker und Diinnhaupt. 1933. Pp. vi, 238.) 

_ The present book provides a careful o of the conflict between the cur- 
rency principle and banking school in the first half of the last century. For- 
tunately the author gives a detailed picture of the economic background and 
the monetary and banking situation in England during the period precedin 
the legislation of 1844. This goes to show that such problems can be analyze 
and solved only in correlation with the entire economic, political, and social 
fabric of a time, and different periods require different measures, keeping, 
however, fully in touch with past experience and tradition. In this book, the 
author describes the two schools ca dei: state of a hundred years ago. Their 
development and their present conditions will be dealt with in a second volume. 

OTTO NATHAN 


Lopez, J. R. La liquidación del pasado: la nueva politica de emisión fiduciaria. 
(Montevideo: Soc. Uruguaya de Econ. Pol. 1935. Pp. 15.) 

MiLHAuD, E., and others. Organisation des éxchanges et création de travail. 
(Paris: Sirey. 1934. Pp. 404. 25 fr.) 


In the two books Nouveau Travail, Nouveaux Débouchés and Tréve d l Or 
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et Clearing International which Professor Milhaud published in 1933, he ad- 
vanced certain suggestions to hasten recovery and to create work for the un- 
employed. His leading idea was to create, as an emergency measure, a new 
means for effecting payments. This new money, called warrant, which would 
be brought into circulation through advances to manufacturers, could not be 
converted into gold and should be spent within a limited period of time or it 
would become worthless. The owners of such warrants would thus not be 
interested in hoarding, but would spend their income very soon and, by so 
increasing the turnover of goods, help to reduce unemployment. In the same 
way, warrants should be issued by a National Clearing House for international 
exchange of goods, for payments of international debts, and for capital move- 
ments. All economic exchanges between different countries would be settled 
through these warrants which would be convertible into the domestic currency 
of the respective country of issue. These warrants, too, would lose their value 
within a certain period. In the opinion of the author, this system would insure 
greater and quicker exchange of goods between different countries and would 
automatically balance trade and payments between each two nations. An Inter- 
national Clearing House would help to create a market for these warrants in 
order to find an outlet for goods which have to be purchased in a certain 
country (lest the warrants issued for previous sales to this country become 
worthless), but for which the country owning the warrants has momentarily no 
use. The author hopes that his plan tending to force purchases and sales in 
domestic and foreign trade would help to free the markets and to reduce 
restrictions to trade. 

The present book is a collection of articles by different authors (besides 
Professor Milhaud himself: U. v. Beckerath, Berlin; Walter Zander, Berlin; 
H. Rittershausen, Frankfurt; Karl Küttel, Budapest; M. C. Heilperin, New 
York). In these articles which have been published before in the Annales de 
Economie Collective, details of the Milhaud plan contained in the two books 
are discussed, and experience with similar schemes to create work in differ- 
ent countries is described. In a concluding chapter Professor Milhaud reports 
on the progress of the movement by reproducing statements and articles by 
numerous writers. This new large volume assembling such a great amount of 
material on a vital problem will surely help the critical study of the scheme 
in order to establish its significance for future times of emergency. 

OTTO NATHAN 


MILLs, R. C. and WALKER, E. R. Money. (Sydney: Angus and Robertson. 1935. 
Pp. 219. 5s.) 

KORON, G. B. Monetary mischief. (New York: Columbia Univ. Press. 1935. 
Pp. xiv, 188. $2.) 

A series of essays dealing “with aspects of the monetary mischief of the past 
eighteen years, beginning with April, 1917, when America declared war.” 
It does not detract from the value of these essays that many òf them appeared 
originally as articles published in the New York Times sponsored weekly, 
The Annalist. 

Historically the collection is of importance. Each one deals with an analysis 
of some special happening in connection with a progressive series of banking, 
currency and investment mistakes which led up to the crisis of 1929 and the 
efforts at reconstruction since then. The author ts a skillful diagnostician and a 
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constructive critic. He is a thinker. In his first essay “Monetization of common 
stocks” he is on common ground with Professor Irving Fisher in his recent 
book, 100% Money, in condemning deposit currency created by bank loans. 
He differentiates between such currency when created by self-liquidating loans 
made against commercial operations and that created by loans made to finance 
construction, or loans made to finance speculative operations in securities. In 
his own words when the banks “monetize for borrowers, common stocks, real 
estate, or other such capital assets, they create a volume of ad eh currency 
which cannot be contracted, in any considerable amount, without bringing 
about a collapse in the going prices of such capital assets.” . . . Such currency 
“was not money which had its origin in production, but in speculation, and 
was, therefore, as unreal as stock prices themselves.” 

The author criticizes the methods of the federal reserve banks and of the 
stock exchange and shows (to his satisfaction at least) that the country was 
riding for a fall long before the fateful crisis in the autumn of 1929. “Such 
utter confusion of capital and credit is a dangerous adventure.” 

The book is a valuable historical document and is also the work of an 
analyst skilled in banking and economic affairs. It gives a reasoned criticism 
of the financial events of recent years. It is to be commended to all readers 
who may want ammunition for use in fighting the financial heresies of the 
present time. 


HARVEY E. FISK 


SHEA, W. P. Silver dollars. (New York: Putnam’s. 1935. Pp. 64. $1.) 


This little book purports to summarize the history of silver as money and to 
explain the economic significance of recent silver policy in the: United States. 
Actually it is a subtle bit of propaganda in defense of the silver subsidies. The 
author has a positive gift for neglect and omission of fact. He presents the 
astonishing thesis that the objective of our silver peel is to make silver the 
reserve behind all our paper currency, “leaving gold completely free for other 
purposes.” The book abounds in misconstruction of elementary economic facts 


about money. It is significant only as evidence of the type of monetary litera- . 


ture to which the public is subjected. 
NEIL CAROTHERS 


THON, R. W., JR. Mutual savings banks in Baltimore, (Baltimore: Johns Hopkins 
Press, 1935. Pp. 100. $1.25.) 

Wuirez, H. Money and banking. Rev. and enl. by CHARLES S. TIPPETTS and 
Lewis A. FROMAN. (Boston: Ginn. 1935. Pp. xiv, 808. $3.50.) 

Federal Reserve Board: twenty-first annual report, covering operations for the 
year 1934, (Washington: Supt. Docs. 1935. Pp. ix, 284. 25c.) ) 

Individual statements of condition of national banks (and private banks not 
under state supervision), at the close of business, December 31, 1934 (states, 
territories, and towns alphabetically arranged). Treasury Dept., table L. 
(Washington: Supt. Docs. 1935. Pp. 203. 15c.) 

Labour's financial policy. (London: Labour Pubs. Dept. 1935. Pp. 16. 1d.) 

Survey of reports of credit and capital difficulties submitted by small manufac- 
turers. Business Advisory Council for the Dept. of Commerce. (Washington: 
Supt. Docs. 1935. Pp. 69. 10c.) 


1 
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Public Finance, Taxation, and Tariff 


Public Finance. By CLYDE L. KING. (New York: Macmillan. 1935. Pp. x, 
602. $3.75.) 

-~ According to the preface, “the purpose of this book is to bring up to date 
the recent shifts in public expenditures, in public income, and in public 
debts”; and in doing this, a considerable measure of success has been 
achieved, The necessary statistical material is profusely presented in charts, 
diagrams, tables, and the statistical matter bristling in the text. Quotations, 
not always well selected, are freely used. 

The author has not succeeded in producing in a moderate space a textbook 
in public finance, while carrying a heavy load of statistical material. This 
task he has rendered impossible by devoting, in addition to a reasonably 
pertinent history of the United States tariff, more than 100 pages to prin- 
ciples of international trade and kindred subjects. Important as these matters 
are, their inclusion indicates an unusual concept of the field of public 
finance. The author has further altered the customary content of this subject 
by ignoring largely a more pertinent division, namely, fiscal administration. 

There are other innovations. The first 190 pages offer a fittingly expanded 
treatment of public expenditures. Here is the best part of the entire book, 
which merits commendation for the practical social attitude toward the fiscal 

‘emergency. ‘The chapter on the principles of expenditures is inadequate, as 
are the chapters on the principles of other divisions. Shifting and incidence 
of taxes are neglected, first, by the use of precious space for quotations 
pillorying, for example, the naive tax doctrines of President Coolidge and, 
second, by the extraordinary brevity of the treatment. The chapter entitled 
“Some principles in a system of just taxation” is, if possible, even more 
inadequate. Fourteen points or principles, of very uneven value, are offered 
for the student. Ability to pay appears to be the principal rule accepted for 
tax apportionment; but nowhere is there a pointed definition or explanation 
of ability to pay. Oddly enough, the best discussion of principles seems to be 
found in the extraneous chapter entitled “Principles of international trade.” 

The author has not mastered all the details of bringing public finance 
up to date. For example, he has failed (p. 257) to bring the rapidly 
changing Minnesota classified property tax past 1930, due perhaps to his 
penchant for long quotations, which, while correct and accurate at the time, 
have been superseded by later developments. Elsewhere (beginning at p. 
344), in the three pages dealing with bank taxation, two pages of which 
are quotations, there is quoted a proposed amendment to Section 5219, 
which was wrecked on the opposition of the bankers, an outcome not made 
clear by the text. Incidentally, one of the amendments to the present Section 
5219 is misdated (p. 345); and it is misleadingly stated (p. 344) that 
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banks are taxed “on the present market value of their shares,” a statement 
which ignores the fact of very important deductions. 

The effort of the author to ride at least three horses does not prevent 
the book from being well worth reading. There is a very scanty bibliography, 
and almost no footnotes. Apparently little use has been made of the works 
of other writers. The most valuable parts of the book appear to be attribu- 
table to the practical administrative experience of the author. 

JENs P. JENSEN 

University of Kansas 


NEW BOOKS 


ALBERTI, M. La finanza moderna, Vol. I. La evoluzione e la essenza tecnica del 
credito mobiliare. (Milan: Antonino Giuffre. 1934. Pp. xii, 336. L. 32.) 


While ultimately both prices and credit structure depend upon supplies of 
and demands for goods and services, these terms are increasingly realized as 
phenomena of group dynamics in which the rôles of governamental policy and 
of social psychology are conditional factors. Signor Alberti’s treatment is large- 
ly devoted to the continuous disequilibriums between demands for the eco- 
nomic output by capital and by consumption. Part I (90 pages) briefly ana- 
lyzes the nature of credit and the structure of the banking systems of the ten 
most important commercial nations and trade areas. Part II (138 pages) con- 
siders the general theory of credit, its creation, functions, regulation and social 
significance. There is also some discussion of the general problems of credit 
creation and control in Italy under the contem SEER theory of govern- 
ment. The social valuation of credit, when employed for private aggrandize- 
ment, provides a basis for some speculation by the author. Questions of eco- 
nomic fluctuations in relation to credit creation and use constitute the thesis 
of the single chapter in Part III. Part IV is devoted to arguments on the separa- 
tion of commercial and investment credit. The author has not entered into a 
discussion of relationships between interest rates and business profits as they 
affect the flow of new funds, but his broad approach to financial analysis is most 
commendable, F. F. BURTCHETT 


Dey, H. L. The Indian tarif problem in relation to industry and taxation. 
(London: Allen and Unwin. New York: Peter Smith. 1933. Pp. 304. 16s.) 

GIRARD, R. A. The scope for uniformity in state tax systems. Spec. rep. of State 
Tax Commission, no. 8. (Albany: State House. 1935. Pp. 229.) 

GRIZIOTTO, B. Vecchi e nuovi indirizzi nella scienza delle finanze. (Padua: 
Milani. 1935. Pp. 114.) 

Hopes, B. Essays in Illinois taxation. (Chicago: Reilly and Lee. 1935. Pp. v, 
149. ) 

MACLAREN, A. The truth about the distressed areas. (London: League of Taxa- 
tion of Land Values, 3d. ) 

REPACI, F. A. Le finanze dei comuni: i risultati della riforma della finanza locale. 
Annali, vol. vi. (Bari: Istituto di Statistica. 1935. Pp. 178.) 

WILMOT, J. Labour's way to control finance. (London: Methuen. 2s. 6d.) 

Dominion of Canada and provincial loans and guarantees. (Toronto: Fry, Mills, 
Spence. 1935. Pp. 8.) 

Financial statistics of cities having a population of over 100,000, 1933. (Wash- 
ington: Supt. Docs. 1935. Pp. 17. 5c.) 


`a 
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Financial statistics of state and local governments, 1932 (wealth, public debt, and 
taxation). (Washington: Supt. Docs. 1935. Pp. 2016. $2.50.) 

Massachusetts: the cost of municipal government in Massachusetts. 28th annual 
rep. on stat. of municipal finances for city and town fiscal years ending between 
November 30, 1933, and January 31, 1934. Pub. doc. no. 79. (Boston: State 
House, 1935. Pp. xxvii, 299.) 

Taxation of motor vehicles in 1932. (Washington: Supt. Docs. 1935, Pp. 270. 


35c.) l 
Tax problem in Wisconsin. (Milwaukee: Casper, Krueger, Dory. 1935. Pp. 163. 
$3.25.) 


Population and Migration 


NEW BOOKS . 


EDIN, K. A. and HUTCHINSON, E. P. Studies of differential fertility in Sweden. 
(London: P. S. King. 1935. Pp. 116.) 

GOODRICH, C., ALLIN, B. W. and Hayes, M. Migration and planes of living, 
1920-1934, Stud. of Population Redistribution, bull. no. 2. (Philadelphia: 
Univ. of Pennsylvania Press, 1935. Pp. viii, 111. $1.) 

HALL, C. E., compiler. Negro population, 1930: a listing of the 695 cities and 
urban places having 1,000 or more negro inhabitants. (Washington: Supt. Docs. 
1935. Pp. 6. Gratis.) 

Jones, L. C. The bottom rail: addresses and papers on the negro in the lowlands 
of Mississippi and on inter-racial relations in the South during twenty-five 
years. (New York: Revell. 1935. Pp. 96.) l 

KUCZYNSKI, R. R. The measurement of population growth. (London: Sidgwick 
and Jackson. 1935. Pp. vi, 255. 12s. 6d.) 

McGarry, E. D. Population shifts in Buffalo, 1920-1930. Stat. Survey suppl., 
vol. x, no. 10a. (Buffalo: Univ. of Buffalo Bur. of Bus. and Soc. Research. 
1935.0. £9.) 

TANDY, E. C. Comparability of maternal mortality rates in the United States and 
certain aes countries: a study of the effects of variations in assignment 
procedures, definitions of live births, and completeness of birth registration. 
Children’s Bur. pub. no. 229. (Washington: Supt. Docs. 1935. Pp. 29. 5c.) 

THOMPSON, W. S. Population problems. 2nd ed. (New York: McGraw-Hill. 
1935. Pp. xi, 500.) 

Mortality — 1931: 32nd annual report. (Washington: Supt. Docs. 1935. 
Pp. 519. $2.) 

Mortality statistics, 1932: 33rd annual report, (Washington: Supt. of Docs. 1935. 
Pp. 515. $2.50.) 

New Zealand: statistical report on population and buildings for the year 1934-35. 
(Wellington: Census and Statistics Office. 1935. Pp. xi, 36. 2s. 6d. 

Provisional summary of live birth, infant mortality, and stillbirth statistics in the 
United States: 1934. (Washington: Supt. Docs. 1935. Pp. 23.) 


Social Problems and Reforms 


NEW BOOKS 


ANDERSON, B. M., JR. Death duties, enterprise and the growth of national 
capital: some observations on the pending tax legislation. Chase Econ. Bull., 
vol. xv, no. 1. (New York: Chase National Bank of the City of N. Y. 1935. 
Pp. 22.) 
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BANERJEE, D. N. The reforms scheme: a critical study. (Calcutta: Longmans 
Green, 1935. Pp. v, 189.) 

Lectures on constitutional reform in India. 

BARR, J. H., editor. Directory of social agencies of the City of New York, 1935. 
Prepared under the direction of the Committee on Information Services of the 
Welfare Council, (New York: Columbia Univ. Press. 1935. Pp. 511. $3.) 

BEARD, C. A. An economic inter pretation of the Constitution of the United States. 
New introd. (New York: Macmillan. 1935. Pp. 351. $2.) 

BINING, A. C. and BNG, D. H. Teaching the social studies in secondary 
schools, (New York: McGraw-Hill. 1935, Pp. 432. $3.) 

BOARDMAN, F. W., JR. Community study, social work and books. (New York: 
Columbia Univ. Press. 1935. Gratis.) 

' BRAINARD, D. S. and ZELENY, L. D. Problems of our times, Vol. I. Funda- 
mental national issue. (New York: McGraw-Hill. 1935. Pp. 199. 96c.) 

BRITTEN, R. H. The relation between housing and health. Reprint no. 1656 from 
pub. health reports, vol. 49, no. 44. (W E Supt. Docs. 1935. Pp. 13. 
DC. 

A J. A. National-state coöperation. Arnold Found. stud. in pub. affairs, 
vol. iii, no. 3. (Dallas: Southern Methodist Univ. 1935. Pp. 25.) 

‘Carver, T. N., and others. Our economic and community lrfe. (Philadelphia: 
Winston. 1935. Pp. 766. $1.60.) 

CHAPIN, F. S. Contemporary American institutions: a sociological analysis. (New 
York: Harper. 1935. Pp. xvili, 423. $2.75.) 

CHERINGTON, P. T. People’s wants and how to satisfy them. (New York: Harper. 
1935. Pp. xiv, 185. $2.) 

CHRISTIE, A. C. Economic problems of medicine. (New York: Macmillan. 1935. 
Pp. ix, 242. $2.) 

Coox, K. M. O. and REYNOLDS, F. E., compilers. Good references on the cur- 
riculum and soctal change. Office of Educ. bibl. no. 29. (Washington: Supt. 
Docs. 1935. Pp. 10.) 

poi F. The housing question. (New York: Internat. Pubs. 1935. Pp. 103. 

1. 

FORD P. Work and wealth in a modern port: an economic survey of Southamp- 
ton. (London: Allen and Unwin. New York: Peter Smith. 1934. Pp. 223. 10s. 
6d. 

Te E. M., and others. Statistics of higher education, 1931-32. Office of 
‘Educ, bull. 1933, no. 2, ch. 3. (Washington: Supt. Docs. 1935. Pp. 407. 25c.) 

FREUDENBERG, H. E. Die Subventionen als Kreislauf problem in Marktwirtschaft 
und Staatswirtschaft. (Tübingen: Mohr, 1934. Pp. vi, 96. RM. 6.) 

Although subsidies in many forms have lately become more frequent and 
important than they have been for some time, the literature is still very poor; 
to my knowledge, no really exhaustive treatise has yet been published. The 
present book does not fill this gap, but it can well serve as a useful introduction 
to the problem. The book approaches the subject from a rather novel point 
of view. The author does not question whether or not subsidies can be defended 
from the point of view of economics, and whether the ends achieved justify the 
losses involved. He rejects such reasoning as emanating from individualism 
(“‘privatwirtschaftlich-individualistisches Denken”) and accepts action by the 
State without further discussion as justified and necessary since the State's ex- 
penditures are decided upon on the basis of the interests of the community 
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from the viewpoint of the bearers of governmental power (“das gesamt- 
staatische Interesse im Sinne der Träger der staatlichen Macht”). He does not 
enter into any discussion as to how these decisions are arrived at and by whom 
they are influenced. He classifies the various methods of subsidies and their 
eant significance (a more detailed account of the different forms of subsi- 
dies, particularly in recent times, would have been helpful), and analyzes 
their economic effects on the various elements of an individualistic, capitalist 
economic system. His definitions are sometimes not very precise and clear (it 
is going much too far, on the basis of his own definition, to call public works 
subsidies!). His style is fluent but sometimes too broad; the chapter on subsi- 
dies financed by increasing the currency is hardly understandable. 
Orro NATHAN 


FREND, M. R. Earning and spending the family income: a textbook in bome 
economics. Rev. ed. (New York: Appleton-Century. 1935. Pp. 475. $2.) 

GILFILLAN, S. C. The sociology of invention. (Chicago: Follett Pub. Co. 1935. 
Pp. xiii, 185.) 

GLADELLE, E. La victoire sur la crise, (Paris: Alcan. 1935. Pp. 232. 15 fr.) 

GREAVES, I. C. Modern production among backward peoples, (London: Allen 
and Unwin. 1935. Pp. 229. 10s. 6d.) 

HADSELL, R. S. Developing intelligent consumers: projects in consumer econom- 
ies. (Hiram, Ohio: Author. 1935. Pp. 16. 15c.) 


An interesting list of questions and projects E EE to problems of con- 
sumption of economic goods, designed more particularly for high-school stu- 
dents. A serviceable bibliography is added. 


HALL, F. S., editor. Social work year book, 1935: a description of organized 
activities in social work and in related fields. 3rd issue. (New York: Russell 
Sage Foundation. 1935. Pp. 698. $4.) 

This year book is more strictly an encyclopedia—a description of organized 
activities in social work—than it is a year book. Published biennially, the 
editors eschew controversial discussions. As they put it, “The Year Book is 
not a manual of what ought to be; it is a secon of what is.” Instead of pro- 
viding a discussion of social problems, it aims to assist social workers when 
in need of current information concerning fields and agencies outside of, yet 
related to, their own. The material is divided into twelve groups or topics as 
follows: major divisions of social work; families or adult individuals; children; 
series dnt racial, and foreign groups; mental hygiene; health; industry; 
crime and penal conditions; leisure-time activities; social planning and related 
activities; research and professional problems; social work under specified 
auspices or in specified areas. 

While most of the articles are limited to the United States, the present issue 
contains an article on European social work by René Sand and another on 
international social case work by George L. Warren. Much assistance may be 
derived from references to literature appended to the topical articles. These 
lists, comprising 1,502 books and pamphlets and 386 magazine articles probably 
is one of the most up-to-date and comprehensive in existence. 

Part 2 contains a directory of 413 national and international agencies, public . 
and private, 526 public state agencies, and 51 state-wide private agencies. 

EDWIN S. BURDELL 
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HENDERSON, A. Labour's way to PE (London: Methuen. 2s. 6d.) 

Hucues, R. O. Economic citizenship. (Boston: Allyn and Bacon. 1935. Pp. xiv, 
349. 

tae G., editor. The burden of plenty. (London: Allen and Unwin. 4s. 6d.) 

Huus, R. O. Financing municipal recreation. (Menasha: Banta Pub. Co. 1935. 
Pp. xxii, 249. $2.50.) 

An increasing appreciation of the part that noha activity plays in both 
the personal and commercial aspects of human lives has been instrumental in 
bringing about a profound change in the nature of public recreation in our 
cities. 

The purpose of this study as stated by the author, “is to consider the prob- 
lems of municipal recreation in the light of approved financial practices and to 

discuss critically the bases used in deriving revenues and in making expendi- 
tures.” This book is particularly timely for those interested in the problems of 
public administration as well as those interested from the standpoint of a profes- 
sional worker in public recreation. Active recreation is among the first of the 
municipal activities to feel the axe of retrenchment. In many cities during the 
present depression, this function has been badly aay sale or done away with 
altogether. Therefore, a discussion of the planning of municipal recreation ac- 
tivities in relation to existing and possible income sources and to expenditures is 
most opportune. The background of the study was a field survey of municipal 
recreation in 21 eastern and middle-western cities, as well as an analysis of 
188 recent recreation budgets. 
EDWIN S. BURDELL 


ISRAELI, N. Oxtlook upon the future of British unemployed, mental patients, 
and others. (New York: Author, 1236 50th St. 1935. Pp. 30.) 

A psychopathic research carried out under a fellowship of the Social 
Science Research Council. 

JOHNSON, J. E., compiler. Socialization of medicine. Ref. shelf, vol. 10, no. 5. 
(New York: Wilson. 1935. Pp. 335. 90c.) 

JORGENSEN, E. O. The stagnation of industry: its cause and cure. (Elkhart, Ind.: 
Bell. 1935. Pp. xxii, 225.) 

Jupp, C. D. Traffic in armaments. Arnold Found. stud. in pub. affairs. (Dallas: 
Southern Methodist Univ. 1934. Pp. 29.) 

KENNEDY, A. J., and associates. Social settlements in New York City: their 
activities, policies, and administration. (New York: Columbia Univ. Press, for 
the Welfare Council of N.Y. 1935. Pp. xix, 599.) 

LANSBURY, G. Labours way with the commonwealth. (London: Methuen. 
2s. 6d. 

ee B. E., editor. Government control of the economic order: a sympo- 
sium, (Minneapolis: Univ. of Minnesota Press. 1935. Pp. Vili, 119. $1.75.) 

LIPPMANN, W. The new imperative. (New York: Macmillan. 1935. Pp. 52. 
$1.25. 

LORD, RW. A plan for self-management. Rev. ed. (New York: Ronald. 1935. 
Pp. viti, 215. $2.) 

MILLSPAUGH, A. C. Public welfare organization. (Washington: Brookings Inst. 
1935. Pp. xxv, 700. $3.50.) 

This volume, as stated in the director's preface, is a study in the administra- 
tion organizations and si ap aes that have been evolved in administering the 
public welfare activities of the different levels of government. Part 1 deals 
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with the social needs that have arisen, causes of social maladjustment and pri- 
vate organizations that have been established to cope with the problems that 
present themselves. The functions of social work are many-sided and the 
following groups seem rather pie nasa from each other: the adult de- 
linquent, the mentally diseased, the dependent and economically insecure, the 
physically diseased and handicapped, and the child. 

In Part 2 the characteristics of the state and local welfare organizations are 
discussed. Examples are given of states operating under partially centralized 
Organizations and of others operating a completely integrated system. Only 
five states fall into the latter group and in each of these states the integrating 
agency is an administrative board. Four types of local o welfare organiza- 
tions are distinguished. These vary from the traditional county agency to child 
welfare or public welfare boards vested with broad social service functions. 
This classification is followed with an analysis of the various types of agencies. 
A special chapter is devoted to agencies designed to meet the problems of 
unemployment. Child welfare in its broader sense, the author states, is still 
the responsibility largely of private agencies both philanthropic and non-philan- 
thropic. A brief sketch is given of the public organization for each of the 
eight aspects of child welfare. 

The author says that state welfare agencies may be separate from other 
agencies but nowhere are they absolutely independent. A variety of forms of 
control has been established. Out of 495 controlling and directing welfare 
screen only 150 are clearly controlled by the governor. Many students of 

` administration, however, think that these agencies should constitute divisions 
in executive departments for which the governor has responsibility. Various 
attempts to codrdinate state agencies have been made. The types of coördina- 
tion are classified as formal or informal, occasional or regula mandatory or 
permissive, provided by law or not provided by law. After examining state 
public welfare organization rather minutely, the writer concludes that we have 
as yet no precise means of measuring the relative efficiency of the different 
forms of organization. 

In his study of county welfare agencies the author reaches the conclusion 
that state-local relationships are important and that local unpaid boards are 
desirable. A county-manager plan as a general administrative system should be 
approached with great caution. There are serious disadvantages as well as 
advantages. Among the federal social welfare agencies it is especially desirable 
to codrdinate the work of the Children’s Bureau, the Public Health Service and 
the Office of Education. Reorganization must proceed in the direction of 
integration of welfare activities and it is important to select key problems for 
attack. Eventually all fields of public administration should be viewed as a 
whole; unified planning is essential. ' 

Throughout the book we find the author cautious in judgments and open- 
minded, but nevertheless constructive in attitude and in his suggestions. 

GEORGE B. MANGOLD 


Moreno, J. L. Who shall survive? A new approach to the problem of human 
interrelations, Disease-monog. ser. no. 58. (Washington: Nervous and Mental 
Diseases Pub, Co, 1934. Pp. 440.) 

Nava, S. Prime linee di una teoria dell’ espansione e della colonizzazione. (Siena: 
Circolo Giuridico della R. Universita. 1934. Pp. 86.) 


Delicate balances cannot long be preserved between international socio- 
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economic forces which continually vary in unpredictable ways: the resultant 
perturbances of the equilibria generate conflict. In periods of less portentous 
strife the conquest is social in nature, being conducted along political, economic 
or cultural lines; the process is dubbed trade expansion, missionary activity, 
or educational enlightenment. To cases of organized activity the general terms 
colonization and national expansion are frequently applied, the former referring 
to the processes, the latter to the goal. This brief essay of 86 pages contains 
both an epitome of the author’s own travels and observations, and the gist of 
a good many other writers upon state growth. If any principle dominates the 
essay, it is that of the promotion of sociological and economic welfare by a 
strong central government. The basic forces in national expansion are con- 
sidered to be political, economic, and moral; the strategy delineated suggests 
that attention be given to the historical background of the area to be colonized, 
its religious, political, philosophical and intellectual culture. The process must 
conserve existing interests which associate the new area to the expanding 
state, must extend the growth of new associative interests, and ede or- 
destroy conflicting interests. Population pressure plus excess capital are made 
prime requisites to successful colonization, though the meaning of the former 
term is not defined. Ai 
F. F. BURTCHETT 


NEWMAN, B. J. Housing in Philadelphia, 1933. (Philadelphia: Philadelphia 
Housing Assoc. 1934. Pp. 38.) 

PATTERSON, S. H. Social aspecis of industry: a survey of labor problems and — 
causes of industrial unrest. 2nd ed. (New York: McGraw-Hill, 1935. Pp. xviii, 
578. $3.) 

Every chapter of this study, first published in 1929, has been reworked. Up- 
to-date statistics have been included, and there is a glowing account of the 
New Deal. In some chapter sub-headings the effect of the intervening six years 
is apparent. Thus “Increased productivity of labor” of 1929 becomes simply 
“Productivity of labor”; and “Labor’s share in our increased prosperity’’ be- 
comes “Labor's share in our national prosperity.” Unaccountably, “Social un- 
rest” has been changed to “Social adjustment” ; and “Problem of adjustment” 
is now ‘The elimination of maladjustments.” But the tone and arrangement 
of the book are practically identical with those of the earlier edition. The 
approach and the conclusions remain as conservative as ever. Failure to recast 

e chapter on PARE so as to put less emphasis on immigration and more 
on` problems of birth and death rates and the optimum population, must be 
considered a defect. Few nowadays will follow Professor Patterson in his con- 
tinued faith in employee stock ownership plans. | 

Horace B. Davis 


RECHT, C., The right of asylum. (New York: Social Economic Found. 1935. 
~ Pp. 35. Ea P 
RYAN, F. L. The rehabilitation of Oklahoma coal mining communities. (Norman: 
Univ. of Oklahoma Press. 1935. Pp. 120. $1.50.) 
RYAN, J. A. A better economic order. (New York: Harper. 1935. Pp. ix, 194. 
$2.50.) 
This book is devoted to three main topics: sy ea recovery and recon- 
struction. The theory of depression elaborated follows quite closely the one 
associated with John A. Hobson and his school. As to recovery, the importance 
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of low income groups in maintaining consumption is stressed. As to reconstruc- 
tion, Father Ryan rejects socialism, communism and fascism and proposes an 
industrial democracy as a form of society resting upon and permeated by 
definite ethical principles such as that the earth and its potentialities belong 
to all members of the human race, that men are morally obliged to use the 
goods and the opportunities of the earth in accordance with the laws of justice 
and charity, and that “it is better to have property private, but make the use 
of it common.” He claims that neither the hears of individualism nor the 
theory of liberalism is in harmony with these ethical principles. Public owner- 
ship to some extent, profit sharing, ownership sharing, and sharing in the 
management are suggested as means to bring about a new order. The proposed 
plan is a sort of modified capitalism. 
GEORGE M. JANES 


RYDER, A. The partnership way out. (New York: Harper. 1935. T 189. $2.50.) 

SMITH, H.A., editor. Great Britain and the law of nations. Vol. II. Territory. 
Part I. (London: P. S. King. 1935. Pp. x, 422. 16s.) 

STORMZAND, M. J. and Lewis, R. H. New methods in the social studies. (New 
York: Farrar and Rinehart. 1935. Pp. ix, 223.) 

aN r G. Forerunners of American fascism. (New York: Messner. 1935. 

. 168.) 

Vore. A. Corporativismo e scienza giuridica. (Firenze: Sansoni. 1934. 
Pp. viii, 203. L. 15.) 

As a science economics has developed essentially as a philosophy of the 
material welfare of man, socially considered; law has evolved as a system of 
individual rights logically applied to particular men. The contemporary conflict 
between economics and law in their traditional conceptions will eventually 
modify both. In fact, corporativismy represents a bold attempt to create a 
tenable middle ground upon an ad system of administrative law. In this 
extended system the legal student is tempted to find too much economics to 
conform to his notion of proper law; and the economist sometimes finds in it too 
much law to permit him to accept it as sound economics. Directly and indi- 
rectly, Signor Volpicelli applies these propositions with such meticulosity of 
reasoning as may discourage many students from reading what is really a 
meritorious essay. Once the author establishes his axiom (p. 20) that, in all 
modern societies, the individual and the group are indissolubly combined, he 
proceeds toward the Benthamite aak a the greatest happiness to the 
greatest number by objective limitations (p. 137) upon individual liberty. No 
mere abstract metastasis is contemplated in applying such limitations; the 
author ‘proposes scientific analysis, critically and impassionately applied to the 
concrete facts of the practical problems of everyday economic life. 

F. F. BURTCHETT 


WeLLS, H. G. The new America the new world. (New York: Macmillan. 1935. 
Pp. 78. $1.) ? 

Waray. J. S., compiler. New and supplementary facts and figures about tuber- 
culosis. (New York: Nat. Tuberculosis Assoc. 1935. Pp..46. 50c.) 

WRIGHT, H. Rehousing urban America. (New York: Columbia Univ. Press. 1935. 
Pp. xxii, 173.) | 

Economia corporativa. Contributi dell’ Istituto di Scienze Economiche. Serie 1. ` 
(Milan: Univ. Cattolica del Sacro Cuore. 1935. Pp. 237.) 
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Employment of prisoners. Part Il. Employment on discharge. Report of the De- 
are Committee. (London: H. M. Stationery Oie 1935. Pp. 75. 
1s. 3d.) 

. Essays in soctal economics in honor of Jessica Blanche Peixotto, (Berkeley: Univ. 

of California Press. 1935. Pp. 363. $2.) 

List of books on social reconstruction. First pub. in The New Republic, June 12, 
1935. (New York: Book Group, 386 4th Ave. 1935. Pp. 15. 10c.) 

_ National planning and rural life. Proc. of the 17th American Country Life Con- 

ference, Washington, D.C., November 16-19, 1934, (Chicago: Univ. of Chi- 
cago Press. 1935. Pp. 156.) 

National public works: addendum. (Geneva: League of Nations. New York: 

World Peace Foundation. 1935. Pp. 226. $2.) 


This supplements Volume I, published in 1934, which contains replies of 29 
governments on public works undertaken since 1928. The information thus 
gathered relates to: the principal administrative methods followed; the prin- 
cipal methods of financing; the allocation of expenditure on execution of the 
works as between materials and equipment on the one hand and labor on the 
other; the governments’ opinion with regard to the effects obtained or ex- 
pected on the resumption of economic and industrial activities and on un- 
employment. 

This second volume contains the replies of nine additional countries. 


Report of the New York State Board of Housing. Legis. doc. no. 41. (Albany: 
tate House. 1935. Pp. 72.) 

Slums and blighted areas in the United States. Fed. Emergency Admin. of Pub. 
Works, Housing Div. bull. no. 1. (Washington: Supt. Docs. 1935. Pp. 126. 
15c. 

Special areas (England and Wales). Special areas in Scotland. Reports of investi- 
gations into the industrial conditions in certain depressed areas of 1, West 
Cumberland and Haltwhistle, I, Durham and Tyneside, HI, South Wales and 
Monmouthshire, IV, Scotland. (London: H. M. Stationery Office. 1935; 1935; 
1934. Pp. viii, 106; 34, 240. 2s.; 6d.; 3s. 6d.) 

Studies of “special areas” relating to industry, public works, agriculture, and 
measures for social improvement. Of interest as to effects on unemployment. 


Unemployment among young persons. Suppl. rep. (Geneva: Internat. Labour 
Office. 1935. Pp. 26.) 


What the economic security program means to you. (Washington: Supt. Docs. 
1935. Pp. 8.) 

Work relief projects of the public works type in the State of New York: an esti- 
mate of their worth and of the effectiveness of their management and prose- 
cution, (New York: Governor's Commission on Unemployment Relief, 79 
Madison Ave. 1935. Pp. 108.) 

“The conduct of about 8 per cent of the projects examined deviated ma- 
terially from approved engineering and construction practice, and an addi- 
tional 8 per cent were deficient in this respect but in a lesser degree... . An 
approximate rating of the overall efficiency prevailing upon each project, with 
reference to an assumed efficiency of 100 per cent under average contract 
methods, revealed a wide ig of findings and an average level of 74.8 per 
cent efficiency. . . . Higher efficiency prevails on some project types than on 
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others; the showing in up-state New York is appreciably better than in New 
York City; but the size of project does not appear to have a major influence 
upon the efficiency attained. It is estimated that the completion of an improve- 
ment upon a work relief basis, on the average, costs roughly 35 per cent more 
than its cost would be under average contract methods (provided no allowance 
is made for the fact that the workers require relief in some form in any event). 
Less than 5 per cent of the projects examined manifested finished work of 
poor quality. Some of the work is excellent, and the bulk of it is satisfactory. 
The reasonably low incidence of poor quality in the finished product is a: 
finding of major significance.” 


Insurance and Pensions 


NEW BOOKS 


CAMPBELL, D. A. Workmen's compensation: principles, practice and insurance. 
Vols. I and II. (Los Angeles: Parker, Stone and Baird. 1935. Pp. 2107. $25.) 

Du Bots, F. R. Unutilized possibilities of inland marine insurance, Insur. manag. 
ser., 20. (New York: Am. Manag. Assoc. 1935. Pp. 23. 50c.) 

HUEBNER, S. S, Life insurance: a textbook. Rev. and enl. in collaboration with 
G. L. AMRHEIN and C. A. Kuing. (New York: Appleton-Century. 1935. Pp. 
717. $3.50.) 

JAMES, H. The present status of teachers’ pensions. Address delivered at 21st an- 
‘nual meeting of the Assoc. of Am. Colleges, Atlanta, Georgia, January 17, 
1935. (New York: Teachers Insur. and Annuity Assoc. of America, 522 Fifth 
Ave. 1935. Pp. 15.) 

JOHNSEN, J. E., compiler. Old age pensions. (New York: Wilson. 1935. Pp. 
295.) 

Mackay, G. R. and ACKERMAN, S. B. editors. r of insurance in the 
United States. 45th annual ed. (New York: Index Pub. Co. 1935. Pp. 809. $3.) 

MACLEAN, J. B. Life insurance. 4th ed. (New York: McGraw-Hill. 1935. Pp. xii, 
610. $4.) 

“During the three years which have elapsed since the publication of the 

~ third edition of this text, conditions affecting life insurance have been abnormal 

and have resulted in important developments both in the terms of life insur- 

ance contracts and in the operation of the companies. This situation has neces- 

sitated revision of many parts of the text.” Additional attention is given to 
Canadian practice. 

WANDEL, W. H. The control of competition in fire insurance. (Lancaster, Pa.: 
Author, Art Printing Co. 1935. Pp. 160.) 

WILIAMSON, W. R. Social insurance oria, Insur. ser., 21. (New York: Am. 
Manag. Assoc. 1935. Pp. 38. 75c.) 

National Board of Fire ndaru: Proc. of the 69th annual meeting, New 
York. City, May 23, 1935. (New York: Nat. Board of Fire Underwriters. 1935. 
Pp. 154.) 

he erana of the Oregon Old-Age Pension act: a study of applications and 
pensions in 1934, Commonwealth serv. ser., vol. i, no. 3. (Eugene: Univ. of 
Oregon. 1935. Pp. 20.) l 

The opportunity in life underwriting: a study of the work of the life underwriter 
designed to guide the man who is seeking a permanent and profitable lifetime 
career, (Indianapolis: R and R Pubs. 1935. Pp. 127.) 
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Pauperism, Charities, and Relief Measures 


The Legacy of the Rural Guardians: A Study of Conditions in Mid-Essex. 
By GEORGE CUTTLE. (Cambridge, England: W. Heffer. 1934, Pp. 
viii, 384. 15s.) 


Since phylogeny follows in the shadow of ontogeny, a whole social pano- 
tama may sometimes be revealed through the microscopic study of an 
individual segment. George Cuttle has examined the poor-law administra- 
tion of six unions, covering a mere 647 square miles in mid-Essex, from 
the 1890’s to the 1930's. In presenting his minute anatomical sketch he 
has in fact portrayed the whole of English poor relief during the period 
of economic metamorphosis. Poor relief in Essex in 1894 flowed largely 
in the channels dug by Queen Elizabeth in 1602; its rural tradition was 
carried on by the guardians who were still squires and clerics. By 1930 
part of the district had become suburban and industrialized; the physical 
and mental problems of the poor were dwarfed by their economic dif- . 
ficulties; local care of the indigents was a minor item in a vast program 
of national relief and social security. 

In an economics of scarcity, destitution was a retail problem; over a mere 
three or four decades it became wholesale. In the earlier years of the period 
studied, then, the emphasis centers largely on the personally incapacitated: 
the aged and the young, the physically and mentally sick, the vagrants and 
the derelicts. Both cause and treatment were somewhat individual. Un- 
. employment was relatively so small a problem that a stoneyard was seldom 
necessary to supply work. Beginning in the trade depression of 1921, how- 
ever, larger and larger extra-mural work projects had to be developed; the 
growing mass of unemployed demanded something akin to living wages; 
the guardians had to be subsidized. But the study ends on a minor chord: 
in 1931 subsidies were decreasing; more of the destitute were “sleeping 
rough” in the hedges; suicides were mounting. | 

Mr. Cuttle has not attempted to write an historical treatise; his material 
is not digested, is only superfically organized. He has rather compiled a 
a social commentary: he has gleaned quantities of material from the record 
and account books of the guardians and from local newspapers. Some of 
the most interesting of this he presents in numerous appendices—brief 
case histories and some statistics—-which give the reader the feel of the 
situation. The entire account is objective and impersonal; it advocates no 
social or economic nostrum, seldom discusses the larger aspects of poor 
relief except from the local perspective, and makes few suggestions for 
change. Possibly this study was inspired by the preface to English Poor Law 
History; the Webbs there bemoan the absence of systematic study of local 
' archives and confess in effect that the thinness of their own treatment of 
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nineteenth-century conditions may be ascribed to this absence. Mr. Cuttle 
has answered the Webbs’ prayer; he has added a gargantuan footnote to 
their study. - 

GEOFFREY MAY 
Family Service Society of Richmond, Richmond, Virginia 
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The administration of home relief in New York City. (New York: Govemor's 
Commission on Unemployment Relief, 79 Madison Ave, 1935. EP 122.) 

Neighbors in need: a survey of 10,000 relief families in New Jersey. Report no. 1. 
(Newatk: State of N. J. Emergency Relief Admin. 1935. Pp. 79.) 

The State Relief Commission of Ohio and its activities, including a photographic 
record of certain work relief projects. (Columbus: State House. 1935. Pp. 104.) 


Socialism and Co-operative Enterprises 


Deutscher Sozialismus. By WERNER SOMBART. (Berlin: Buchholz und 
Weisswange. 1934. Pp. xvi, 347. RM 6.30.) . 
This work is not, as might be inferred from the title, a critical history 
of socialism in Germany but a proposal for a socialized or planned economy 
for Germany. Sombart indicts capitalism on many counts, its ugliness, 
urban concentration, uniformity, vulgarization of taste, and the proletariza- 
tion of the bulk of the population. In the nineteenth century, the economic 
era, par excellence, spiritual values were submerged by the capitalistic mo- 
tive of unlimited profit-seeking without regard to social consequences. For 
all but a favored few, it destroyed the joy in life, the joy in work and the 
sense of personal achievement and dignity in economic activity which 
characterized earlier periods. These values can again be restored since 
laissez-faire capitalism is dead and must be replaced by a controlled econ- 
omy. The essential problem is not how to develop techniques for the 
control of production, prices, and distribution, but to determine the aims 
of the new society. 

The Marxian solution is rejected outright, for in addition to its faulty 
economic theory, it suffers from the same exaltation of materialism (in the 
metaphysical and vulgar senses) above personal and cultural values, as 
has recent capitalism. The applied Marxism of Russia even glorifies the 
deadening machine process, worships mere bigness, and stamps out in- 
dividuality in the fanatical belief that the doctrines of Das Kapital are the 
alpha and omega of social thought and feeling. Unlike the Marxists, who 
assume a substantially uniform mental and economic process for all places, 
Sombart emphasizes the necessity of formulating individual plans for each 
nation, so that due weight can be given to its economic situation, and to the 
traditions and cultural level of its people. There are two other reasons why 
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the plan must be national. It requires the power of the state for its operation, 
and. practically, each nation must be more or less self-contained because 
the international trade of the last century, based on exports from the more 
developed to the less developed nations, cannot be restored today, even 
disregarding the complications of monetary and trade policies. 

Hence a German plan must be based on the German “spirit” and must 
regard as fuodamental the activity, the sense of duty, the love of family life, 
of personal independence and individuality of the Germans. So many dif- 
ferences exist in their racial, religious, and cultural traditions, e.g., Prussians 
and Swabians, Catholics and Protestants, peasants, craftsmen, and indus- 
trial workers, that a feasible socialist scheme must allow considerable re- 
gional autonomy and personal freedom in action; thought, and expression. 
To discard the foreign contributions of the past and to ignore them in the 
future would only impoverish national life. His own debt to foreign ideas is 
apparent on every page in reference or quotation in French, English, Italian, 
Latin, and Greek. 

Concretely, his economics calls for public ownership of banking, trans- 
portation, mining, munitions and other large-scale industries where opera- 
tion for profit may be inimical to public welfare. The private sector, small- 
scale industry, trade, and agriculture, is to be controlled through super- 
vision of the cartels, formation of codperatives, extended social legislation, 
and bank policy. For the most part, he favors the revival of crafts, extension 
of peasant proprietorship, settlement of the unemployed in the eastern 
provinces. Gardens for industrial workers and the revival of family and 
domestic industry are far preferable to the artificial programs of recreation 
in Russia and Italy, especially since there is less need for general education 
or the inculcation of political dogma in an advanced country whose policies 
are based on the “spirit” of its people. The position of labor in the public 
industries would be like that of civil servants, while collective bargaining 
and administrative determination of wages and conditions would give similar 
security and responsibility to workers in the private sector. Throughout this 
program looms the problem of the national food supply under present world 
conditions. Sombart frankly admits, as most national planners do not, that 
this program in the long run involves a lower standard of living than where 
production is governed by the law of comparative advantage. It is inevitable, 
and furthermore, desirable. Security is preferable to opulence, and only the 
recent past sacrificed to wealth, the values of contentment, independence, 
and family life. 

Is Sombart’s proposal socialism or fascism? Obviously it allows greater 
scope to private enterprise than Russia. It turns its back on unlimited techno- 
logical advance. It is not fascism, if by fascism is understood, or misunder- 
stood, coercive maintenance of the status quo in the interest of property. He 
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rejects the popular fascist organismic state theories, corporative organization, 
and the charismatic sanction for the authoritarian principle. He would go 
farther than the dictators when he says that the state must override the will 
of even the vast majority under certain circumstances. 

A work of this sort in the peripheral zones of economics, politics, ethics, 
and art cannot be judged by purely logical or ‘scientific canons. Much de- 
pends on individual points of view. Here and there, there is evidence 
of “hedging” approaching casuistry. It may be discretion. Many will dis- 
agree with its historical judgments. To the neo-Marxians of all shades, 
it will appear as arrant nonsense or romantic twaddle at best. Those more 
sympathetic to Sombart’s sentiments will regard it as an important book, 
which discusses fundamental issues significantly and which formulates a 
practicable solution to some pressing questions. It seems clear that his pro- 
gram could be put into effect with less friction than the current policies 
of Russia, Italy, or Germany, while to other nations it may indicate a way 
which leaves some scope for freedom and individuality, if not for economic 
individualism. There is even a possibility that it could be used under an 
intelligent parliamentary system. 


HENRY J. BITTERMANN 
Ohio State University 
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ROGERS, J. H. A supreme court of money, Econ. Forum, Summer, 1935. Pp 6. 

RÖPKE, W. Goldwabrung oder active Konjunktur politik? Mitteilungen des Verb. Osterreich. 
Banken und Bankiers, July, 1935. Pp. 11. 

ROSENBERG, W. W. Le problème de Passainissement des dettes privées. Rev. Econ. Internat., 
Aug., 1935. Pp. 34. 

DE RoucE, F. La crise pléthorique mondiale et la dévaluation rationnelle des monnaies. 
Rev. Econ. Internat., Aug., 1935. Pp. 38. 

SALTER, A. Stabilization and recovery, Foreign Affairs, Oct., 1935. Pp. 14. 

SCHMOLDERS, G. Bankgessetzgebung und Wahrungspolitik im Rabmen der Krisenbekamp- 
jung in den Vereinigten Staaten. Jabrb. f. Nationaldk. und Statistik, July, 1935. Pp. 16. 

ScuwaB, P. French monetary policy and its critics. Economica, Aug., 1935. Pp. 21. 

SHENOY, B. R. Exports of gold from India, Indian Jour. Econ., July, 1935. Pp. 28. 

SmurH, G. R. Excessive balances at the federal reserve. Bankers Mag., Aug., 1935. Pp. 4. 

SOMMER, A. Neuordnung des Bankwesens, Jahrb. f. Nationalok. und Statistik, Aug., 1935. 
Pp. 24. 

SutcH, W. B. Price fixing in New Zealand. Econ. Record, June, 1935. Pp. 9. 

VALK, W. L. Het vraagstuk der monetaire crisis politiek. De Econ., July-Aug., 1935. Pp. 28. 

Wurret, B. International currency. Bankers’ Insur. Manag. Mag., Aug., 1935. Pp, 4. 

Wiicox, U. V. Toward a unified banking system. Bankers Mag., Oct., 1935. Pp. 4. 

DE WILDE, J. Currency stabilization and world recovery. Foreign Policy Reports, Aug. 28, 
1935. Pp. 15. 

Wiis, H. P. The Eccles bill and after. Bankers Mag., Aug., 1935. Pp. 3. 

Workine, H. Differential price behavior as a subject for commodity price analysis. Econ- 
ometrica, Oct., 1935. Pp. 12. 

The balance of international payments. Index, N. Y. Trust Co., Sept., 1935, Pp. 8. 

Devaluation—for and against. Westminster Bank Rev., Aug., 1935. 

Die Entwicklung des internationalen Geld- und Kapitalmarktes und der Märkte einzelner 
Linder wabrend des Jabres 1934. Jahrb. f. Nationalék. und Statistik, July, Aug., 1935. 
Pp. 26; 24. 

Preisstrabtur und Preisbewegung. Vierteljahr. zur Konjunkturforschung, 10 Jahrg. Heft 1. 
Pp. 12. 

The progress of banking in Great Britain and Ireland during 1934. Bankers’ Insur. Manag. 
Mag., July, 1935. Pp. 14. 

Silver: one year's experience, Index, N. Y. Trust Co., Aug., 1935. Pp. 7. 

Something for nothing in Canada: social credit in Alberta. Stock Gazette, Aug. 30, 1935. 


Public Finance, Taxation, and Tariff 


D'ALBERGO, E. Sulla neutralizzazione della sensibilità congiunturate delle imposte, Riv. 
Internaz. di Sci. Soc., July, 1935. Pp. 13. 

ANDERSON, B. M., Jr. Death duties, enterprise and the growth of national capital, Chase 
Econ. Bull., Aug. 6, 1935. Pp. 20. 

Barney, B. Sales taxes in the states as of August 1, 1935. Tax Digest, Sept., 1935. 

Bards, K. Pénzilgyi ethika (Ethics of public finance). Kdzgazdasagi Szemle, March-April, 


1935. Pp. 17. 
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BUTTENHEIM, H. S. and Simpson, H. D. Tax relief for real estate. Taxbits, July, 193: 
Pp. 11. 

Dopps, H. W. Federal aid for the city. Yale Rev., Sept., 1935. Pp. 17. 

GUILLEBAUD, C. W. Income tax and “double taxation.’ Econ. Jour., Sept., 1935. Pp. 9. 

HARRIMAN, E. R. A tidal wave of taxes. Rev. of Rev., Sept., 1935. Pp. 3. 

KAMBE, M. Domicile versus situs in interlocal income taxation. Kyoto Univ. Econ. Rev 
July, 1935. Pp. 17. 

MANN, F. K. Die Wandlungen des Finanzliberalismus. Schmollers Jahrb., June, 1935. Py 
28. 

ROSSI, L. La ripartizione dell’ imposta e la legge di distribuzione dei redditi. Giorn. d. Econ 
July, 1935. Pp. 7. i 

SHIOMI, S. The development of the income tax in Japan. Kyoto Univ. Econ. Rev., July 
1935. Pp. 31. 

SIEFLIN, F. D. Allocation of tax sources between state and federal governments. Tax Mag 
Sept., 1935. 

THOMAS, R. D. Exemption of homesteads from taxation: a case study in Oklahoma. Jow 
Land and Pub. Util. Econ., Aug., 1935. Pp. 10. 

TINSLEY, A. L. Our protective tariff policy, Jour. Accountancy, Aug., 1935. Pp. 7. 

VAN DER POEL, J. Tariefnomenclatuur, I; II. De Econ., July-Aug., Sept., 1935. Pp. 16; 15 

WEHRWEIN, C. F. Expenditure of Wisconsin property tax. Am. Econ. Rev., Sept., 1935 
Pp. 5. 

Tax changes effected by the Revenue act of 1935. Tax Mag., Sept., 1935. 

New federal tax legislation. Taxbits, Sept., 1935. Pp. 16. 

Principles of state aid, Taxbits, Aug., 1935. Pp. 10. 

A working library in taxation, Taxbits, June, 1935. Pp. 16. 


Population and Migration 
ZELOMAK, A. W. Population shifting to the suburban centers. Retailing, Sept. 9, 1935. 


Social Problems and Reforms 


ÅBBOTT, A. Recent trends in education for industry and commerce in Great Britain. Io 
ternat. Lab. Rev., Aug., 1935. Pp. 19. 

BENNETT, W. The French attack on the housing problem. J. Jour. Land and Pub. Util 
Econ., Aug., 1935. Pp. 12. 

FINDLAY, R. M. Consuming power in the machine age. World Survey, July, 1935. Pp. 2 

JORDAN, V. Some reflections on prosperity. I. Econ. Forum, Summer, 1935. Pp. 7. ` 

_ Karve, D. G. Economic planning for India. Indian Jour. Econ., July, 1935. Pp. 10. 

LIPPMANN, W. The permanent “New Deal.” Index, Svenska Handelsbanken, June, 1935 
Pp. 15. 

MURCHISON, J. P. Some major aspects of the economic status of the negro. Social Forces 
Oct., 1935. Pp. 6. 

Rocers, N. MCL., and others. Various aspects of Canadian federalism, Canadian Jour. Econ 
and Pol. Sci., Aug., 1935. Pp. 99. 

SCHWENGER, R. Die soziale Frage im Betriebe. Jahrb. f. Nationaldk. und Statistik, Aug. 
1935. Pp. 15. 

SMITH, B. Economic freedom and the Constitution. Econ. Forum, Summer, 1935. Pp. 11 

Tissot, E. The distribution and utilization of world power resources. World Survey, Aug. 
1935. Pp. 5. 

Warrer, H. M. Economic security. Jour. Am. Water Works Assoc., Aug., 1935. Pp. 6. 

Socialism, fascism, and democracy. Annals Am. Acad. Pol. and Soc. Sci., July, 1935. Pp. 215 

The state constitution of the future. Annals Am. Acad. Pol. and Soc. Sci., Sept., 1935. Pp 
187. 


818 . Periodicals | December 


Insurance and Pensions 


BERMAN, E. Massachusetts system of savings bank life insurance. Mo. Lab. Rev., Aug., 1935. 
Pp. 12. 

BRAGMAN, C. Workmen's compensation insurance in Germany and Great Britain. Am. 
Fed., July, 1935. Pp. 6. 

Owen, A. D. K., Employees’ retirement pension schemes in Great Britain. Internat. Lab. 
Rev., July, 1935. Pp. 19. 

PARKER, F. E. Experience under state old-age pension acts in 1934. Mo. Lab. Rev., Aug., 
1935. Pp. 24. 

Operation of soctal insurance in Germany. Industrial and Labour Inf., Aug. 26, 1935. Pp. 3. 

Public old-age pension legislation in the United States as of August 1, 1935. Mo. Lab. Rev., 
Aug., 1935. 

The soctal insurance budget of the soviet union, Industrial and Labour Inf., Sept. 2, 1935. 
Pp. 3. 


Pauperism, Charities, and Relief Measures 


GRAHAM, F. D. Why should relief cost money? Econ. Forum, Summer, 1935. Pp. 9. 
‘LELAND, S. E., and others. Paying the relief bills, Soc. Serv. Rev., Sept., 1935. Pp. 81. 
McMILLEN, W., and others. Relief administration, Soc. Serv. Rev., Sept, 1935. Pp. 66. 


Socialism and Co-operative Enterprises 


BORKENAU, F. Un essai d'analyse historique: la crise des partis socialistes dans P Europe con- 
temporaine. Annales d‘Hist. et Soc., July, 1935. Pp. 16. 
Fow.re, B. B. The future of consumer coöperation. Forum, Aug., 1935. Pp. 4. 


Statistics and Its Methods 


ARTHUR, H. B. The development of wholesale price measurements by the federal govern- 
ment. Rev. Econ. Stat, Aug., 1935. Pp. 11. 

CHAWNER, L. J. Construction cost indexes as influenced by technological change and other 
factors. Jour. Am. Stat. Assoc., Sept., 1935. Pp. 16. 

Curtis, M. National income and expenditure, Econ. Jour., Sept, 1935. Pp. 4. 

DEVONS, E. Output per head in Great Britain, 1924-1933. Econ. Jour., Sept., 1935. Pp. 3. 

Fisner, R. A. The mathematical distributions used in the common tests of significance. 
Econometrica, Oct, 1935. Pp. 13. 

GLENDAY, R. The use and misuse of economic statistics (with discusssion). Jour. Royal. 
Stat. Soc., Part IH, 1935. Pp. 26. 

KOLESNIKOFF, V. S. Index of production of manufactures derived from census data, 1933. 
Jour. Am, Stat. Assoc., Sept., 1935. Pp. 3. 

LORENZ, P. Annual survey of statistical technique: trends and seasonal variations. Econo- 
metrica, Oct, 1935. Pp. 16. 

Roos, C. F. Annual survey of statistical information: capital formation and the fow of 
national income in the United States. Econometrica, Oct., 1935. Pp. 10. 

SAWKINS, D. T. International comparisons of the cost of living. Econ. Record, June, 1935. 
Pp. 7. 

WHELDEN, C. H., Ju. An index of business a eal values and payrolls. 
Harvard Bus. Rev., Summer, 1935. Pp. 10. 

WAKS, S. S. Test criteria for statistical hypotheses involving iva variables. Jour. Am. 
Stat. Assoc., Sept., 1935. Pp. 12. 


DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


The following bulletins of the Trade Information Series issued by the C 

artment of Commerce have been published: No. 824, Chemical Developmes 
in Foreign Countries, 1934, Supplement to Bulletin No. 823 (pp. 42, 5c.) ; D 
825, Industrial Machinery in Principal Foreign Countries, (pp. 71, 10c.); DN 
826, The Balance of International Payments of the United ere in 1934, 
A. E. Taylor (pp. 76, 10c.) ; No. 827, Where China Buys and Sells (pp. 57). 


In the Trade Promotion Series have appeared Bulletin No. 157, Leathe 
World Production and International Trade, by J. G. Schnitzer (pp. 258, 20c. 
No. 159, Rubber Regulation and the Malayan Plantation Industry, by Harris 
Lewis, revised by E. G. Holt (pp. 46, 10c.) ; No. 160, Trading under the La 
of Argentina, by Joaquin Servera, revised, 1935, by H. P. Crawford (pp. 14 
15c.). 


The United States Tariff Commission has published Report No. 100, Seco: 
Series, Crude Phosphates and Super phosphate (pp. 15, 5c) 

The United States Tariff Commission has also published a Digest of Tra 
Data with Respect to Products on Which Concessions Were Granted by t 
United States in the United States-Swedish Trade Agreement (pp. 292). TI 
volume contains for each product a brief factual statement setting forth pertine 
information concerning production, imports, exports and other trade facto 
The data presented, however, relate only to those products on which concessio 
were made by the United States. 


Among the recent publications of the Agricultural Adjustment Administrati 
are G-41, The Processing Tax (September, 1935, pp. 12); G-42, Facing t 
Facts in the Agriculturat Situation (September, 1935, pp. 13); G-43, Wor 
Cotton Markets (September, 1935, pp. a ; G-46, O portunities Ahead for Ru 
Youth (August, 1935, pp. 8). Each of the foregoing bulletins contains br: 
bibliographical references. 


The federal Al aera of Agriculture has published Circular No. 354, T 
Farm Real Estate Situation, 1933-34, by B. R. Stauber (April, 1935, pp. 44, 5c. 


The Bureau of Agricultural Economics of the federal Department of Agria 
ture, under date of November 4, released a mimeographed report on The Ag 
cultural Outlook for 1935-36. This was prepared by the staff of the Bureau 
Agricultural Economics, assisted by representatives of state agricultural colleg 
extension service, and Agricultural Adjustment Administration. The publicati 
will be available in printed form at an early date. | 


The message from President Roosevelt transmitting a Report on the Conditio 
and Problems of the Cotton Textile Industry has been printed as Senate Doc 
ment No. 126, 74th Congress, Ist Session (August, 1935, pp. 154). 


The summary Report of the Federal Trade Commission to the Senate of t 
United States on Economic, Financial, and Corporate Phases of Holding a. 
Operating Companies of Electric and Gas Utilities has been published in ty 

atts as Senate Document 92, Part 72-A and Part 73-A, 70th Congress, : 

sion (1935, pp. 882, 218). 
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e Women’s Bureau of the federal Department of Labor has published the 
ving bulletins: 

. 109, The Employment of Women in the Sewing Trades of Connecticut: 
s and Earnings, Employment Fluctuation, Home Work, by Caroline Man- 
and H. A. Byrne (pp. 45, 5c.). 

n 132, Women Who Work in Offices, by H. A. Byrne (pp. 27, 5c.). 


e Department of Labor of New York has published Special Bulletin No. 
covering Court Decisions on Workmen's Compensation Law, January, 
July, 1935 (pp. 579). | 


Public Finance 


e Hearings before the House Committee on Ways and Means, held July 
1935, have been printed under the title Proposed Taxation of Individual 
sor porate Incomes, Inheritances and Gifts (pp. 353). 


e Income Section of the Division of Economic Research of the Department 
mmerce has released National Income Increased by Five Billion Dollars in 
which originally appeared in the August issue of the Survey of Current 
ess. The November issue of this journal carries an article on national in- 
produced. It is also announced that a volume will soon appear presenting 
ational income estimates in complete detail for the years 1929 to 1934, 
ive. 


e Municipal Statistics Division of the Wisconsin Tax Commission in Bul- 
No. 69 analyzed the Long-Term Indebtedness of the State and Its 
cal Subdivisions, 1934 (August, 1935, pp. 12). 


e Special Report of the New York State Tax Commission, No. 9, is a study 
tte Grants-in-Aid, by R. J. Hinckley, research investigator of the Commis- 
"1935, pp. 221). 
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NOTES 


The fiftieth anniversary meeting of the AMERICAN ECONOMIC ASSOCIATION 
will be held in New York, Dec 26-28, with headquarters at the Hotel New 
Yorker. The preliminary program has been arranged as follows: 


2:30 P.M. First SESSION 
as 


700 
0 


Thursday, December 26 | : 


r 


Recovery, 1933-35: Distinguishing Characteristics—chairman, John T. 
Madden, New York University l 
Papers: Garfield V. Cox, University of Chicago, “General Aspects of 

ecovery’; Isador Lubin, Commissioner of Labor Statistics, “The 

Recovery and Labor” 

Discussion: Willford I. King, New York University; Lionel D. Edie, 
Edie-Davidson, Inc.; T. J. Kreps, National Recovery Administration 

The Problem of Rigid vs. Flexible Prices—chairman, Rexford G. Tug- 
well, Undersecretary of Agriculture 

Papers: Willard L. Thorp, Advisory Council, National Recovery Ad- 
ministration; Gardiner C, Means, Department of ab pager Ralph 
C. Epstein and John D. Sumner, University of Buffalo; “Prices and 
Earnings in Regulated and Unregulated Industries’; Spurgeon Bell, 
Federal Home Loan Bank Board, “Relation of Size of Plants to 
Price Rigidity” 

Discussion: F. C. Mills, Columbia University 


P.M. MEETING OF THE EXECUTIVE COMMITTEE 
P.M. SECOND SESSION l 


A Fifty-year Perspective in Economic History (joint meeting with the 
Business Historical Association) 

Hp Herbert von Beckerath, University of North Carolina, “Fifty 

ears of Development in Industrial Organization”; N. S. B. Gras, 

Harvard University, “Chief Aspects of American Business in the 
Last Half Century” 

Discussion: Anne Bezanson, University of Pennsylvania; E. J. Hamil- 
ton, Duke University 

Free Competition vs. Controlled Competition—chairman, Leon Hen- 
derson, Economic Adviser, Senate Committee on Manufactures 

Papers: Henry Simons, University of Chicago, “The Requisites of Free 
Competition”; Donald H. Wallace, Harvard University, “Imperfect 
Competition and Public Policy”; Gustav Seidler, National Recovery 
Administration, ‘The Problem of Controlled Competition” 

Discussion: Abraham Berglund, University of Virginia; Arthur R. 
Burns, Columbia University; Albert Abrahamson, Works Progress 
Administrator, Maine 


Friday, December 27 


9:00 A.M. BUSINESS MEETING (Reports of Officers and Committees, etc.) 
10:00 A.M. THIRD SESSION 


1. 


Banking Problems 

Papers: John H. Williams, Harvard University, “The New Banking 
Act’; Jacob Viner, University of Chicago, “Recent Governmental 
Policies and the Banking System’’ 
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Discussion: E. A. Goldenweiser, Federal Reserve Board; Frederick A. 
Bradford, Lehigh University; H. H. Preston, University of Wash- 
ton . 

2. Capital Formation (Round Table)—chairman, Alvin S. Johnson, New 
ool for Social Research . 

Discussion: Harold G. Moulton, Brookings Institution; David Friday, 
Domestic and Foreign Investors Corporation; Simon Kuznets, Na- 
tional Bureau of Economic Research; David Cushman Coyle, New 
York City; Gustav Kleene, Trinity College; A. B. Wolfe, Ohio State 
State University p 

3. Problems of an Integrated System of Unemployment Relief (Round 
Table)—chairman, Joseph H. Willits, University of Pennsylvania 

Papers: Ewan Clague, Philadelphia School of Social Work; E. M. 
Burns, Columbia University 

Discussion: William Haber, State Emergency Relief Administration, 
Michigan; Alan Sweezey, Harvard University 

2:30 P.M. FOURTH SESSION ; l 
1. Prospects for International Trade in American Farm Products 

Papers: “A.A.A. Production Control and International Trade”; “Re- 
ciprocal Trading Agreements including Farm Products” 

Discussion: John D. Black, Harvard University 

2, America’s Power to Produce and to Consume (Round Table)—chair- 
man, Evans Clark, Twentieth Century Fund 

Discussion: E. G. Nourse, Brookings Institution; Walter Rautenstrauch, 
Columbia University; Walter N. Polakov, Works Progress Adminis- 
tration; Raymond T. Bye, University of Pennsylvania; Morris A. 
Copeland, University of Michigan 

8:00 P.M. FIFTH SEssioN—chairman, F. W. Taussig, Harvard University 

Papers: Richard T. Ely, Institute for Economic Research, “Founding 
and Early History of the American Economic Association”; Emil 
Lederer, New School for Social Research, “Developments in Euro- 
pean Economics’; J. M. Clark, Columbia University, Presidential 
Address, “American Economics: Past Achievements and Present 
Prospects” 


Saturday, December 28 


9:00 A.M. BUSINESS MEETING (Election of Officers, etc.) 
10:00 A.M. SIXTH SESSION 
1. Problems in Public Finance—chairman, R. M. Haig, Columbia Uni- 
versi 
Papers harley L. Lutz, Princeton University, “The New Tax Legisla- 
tion”; Clarence Heer, University of North Carolina, “Relations be- 
tween Federal, State, and Local Finances”; Mabel Newcomer, Vassar 
College, “Relations of Central and Local Finances in England and 


Germany 
Discussion: Carl Shoup, Columbia University; James W. Martin, Uni- 
versity of Kentucky 
2. Planning for Stabilization vs. Adjusting to Instability 
Papers: A. F. Hinrichs, Bureau of Labor Statistics, “Planning for a 
More Stable Economy”; S. H. Slichter, Harvard University, “Adapt- 
ing an Economy to Fluctuations” 
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Discussion: George Soule, The New Republic; Harry W. Laidler, 
League for Industrial Democracy; Edward Heimann, New School for 
Social Research 
3, Transportation Problems (Round Table) —chairman, I. Leo Sharfman, 
University of Michigan 
12:00 M. MEETING OF THE EXECUTIVE COMMITTEE 
2:30 P.M. SEVENTH SESSION 
1. Fifty Years’ Developments in Allied Fields—chairman, Morris R. 
Cohen, College of the City of New York 
Papers: C. E. Ayres, University of Texas, “Fifty Years’ Developments 
in Ideas of Human Nature and Motivation” ; John R. Commons, 
University of Wisconsin, “Institutional Economics” ; K. N. Llewel- 
lyn, Columbia University, ` ‘Developments in Underlying Legal In- 
stitutions” 
Discussion: Willard E. Atkins, New York University; E. S. Robinson, 
Yale University 
2. ah aaa for Value Theory in a Collectivist Economy—chairman, 
arry W. Laidler, League for Industrial Democracy 
Papers: F. H. Knight, University of Chicago, “The Place of Marginal 
conomics in a Collectivist Economy” ; Alexander Gourvitch, Wash- 
ington, D.C., “Economic Accountan sates in Soviet Russia” 
Discussion: Calvin B. Hoover, Agricultural Adjustment Administra- 
tion; Michael Florinsky, Colambia el William Orton, Smith 
Colle 
3. Effect a New Deal Legislation on T Relations (Round Table) 
—chairman, David A. McCabe, Princeton Universi 
Discussion: Harry A. Millis, University of Chicago; Edward S. Cow- 
drick, New York City; David J. Saposs, New York City; Carroll R. 
Daugherty, University of Pittsburgh; William M. Leiserson, Na- 
tional Board of Mediation 
7:00 P.M. DINNER MEETING—toastmaster, Frank A. Fetter, Princeton Univer- 


Sales : J. B. Clark, Columbia University; E. R. A. Seligman, Co- 
lumbia University; F. W. Taussig, Harvard University; David Kin- 
ley, University of Illinois; Davis R.. Dewey, Massachusetts Institute 
of Technology; Francis Walker, Federal Trade Commission; W. A. 

` Mackintosh, Queen’s University 


The following names have been added to the membership of the AMERICAN 
ECONOMIC ASSOCIATION since August 1: 


Ashley, R. L., 685 Prospect Sq., Pasadena, Calif. 
Brown, D., 20 Alexandria Pike, Newport, Ky. 
Pans, i J., i of Economics, Nazareth ‘College, Kalamazoo, Mich. 
rd College, Rockford, Ill. 
ai A N iC. Casilla No. 37, San Vicente, Canete, Peru. 
Goudriaan, I, Parklaan 11, Eindhoven, Holland. 
Harlan, hee L, Div. of Crop and Live Stock Estimates, U. S. Dept. of Agric., Washington, 
D. 


Hogenson, P. T., Bradley Polytechnic Institute, Peoria, Il. 

Hower, R. M, Baker L ibrary, Soldiers Field, Boston, Mass. 

Hoyle, H. | Dept. of Labor and Industry, Harrisburg, Pa. 

Hunsberg er, W. S., 2841 Yale Station, New Haven, Conn. 

Hunt, Pp. Sheffield Hall, Yale University, New Haven, Conn. 

Jones, T. C., Independence Fund of North America, Inc., 1 Cedar St., New York City. 
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Koechlin, J. E., Hacienda “Santa Barbara,” Cerro Azul, Pern. 

Kossoris, M. D., 921 19th St, N.W., Washington, D.C. 

Laidler, H. W., 218 Garfield PL, Brooklyn, N.Y. 

Lieson, W. A., 175 Maple St., Springfield, Mass. 

McConnell, D. W., New York University, Washington Square College, New York City. 

McEldowney, J. R, Chase Hall, Harvard Graduate School of Business Administration, 
Cambridge, Mass. 

Oehler, C, 15 Broad St., New York City. 

Poole, W. H., 11225 97th St., Edmonton, Alberta, Canada. 

Ratcliffe, R. U., Federal Housing Administration, Washington, D. C 

Rieve, E., 2319 N. Broad St., Philadelphia, Pa. 

Schwenger, R. B., 2410 20th St., N.W., No. 106, Washington, D.C. 

Shepherd, H. L., 1739 N St, Washington, D.C, 

Smith, E. D., Pratt Institute, S. and T., Brooklyn, N.Y. 

Smith, R. S., 681 College Station, Durham, N.C. 

Soldinger, M. A., 100 W. McLeod Ave., Ironwood, Mich, 

Sorrell, L. C., 38 S. Dearborn St., Chicago, Il. 

Warne, C. E., Amherst College, Amherst, Mass. 

Warner, W. J., 237 N. Liberty St., Delaware, Ohio. 


The Cornell University Press announces the publication of The Economics of 
Alfred Marshall by H. J. Davenport. The book is priced at $4.00, but is available 
to members of the AMERICAN ECONOMIC ASSOCIATION at $3.50 if ordered direct 
from the press at Ithaca, New York. | 


Nothwithstanding the liquidation of the Harvard Economic Society, arrange- 
ments have been made for continuing the Review of Economic Statistics. This 
will be published quarterly and will contain, as before, the Harvard index chart, 
quarterly reviews of business conditions in the United States and other countries, 
and important statistical series. 


The National Association of Marketing Teachers has begun the publication 
of the National Marketing Review. The first issue appeared ih 

1935. The following list of editors is announced: Nathanael H. Engle, Washing- 
ton, D.C., managing editor; Neil H. Borden, Harvard University; Hugh B. 
Killough, Brown University; John W. Wingate, New York University; Leverett 
S. Lyon, Brookings Institution; Theodore N. Beckman, Ohio State University; 
Edmund P. Learned, Harvard University; Malcolm D. Taylor, University of 
North Carolina; Hugh E. Agnew, New York University. (Publication address: 
332 South Michigan Ave., Chicago, IL.) 


The China Institute of International Relations, the Pan-Pacific Association of 
China and the Institute of Social and Economic Research have joined in the pub- 
lication of The China Quarter) The first issue eee in September, 1935. 
(Address: 59 Hongkong Road, Room 306, Shanghai, China, $3.00.) 


The first number of Franklin Lectures, a monthly series of graduate school 
dissertations of various colleges, ap ed in June, 1935. This contained “The 
High Wage Theory of Prosperity,” by Robert C. Weaver of Harvard University, 
with many bibliographical notes. (Franklin Lectures, Inc., Sunapee, N.H., $3.50 
per annum.) 


The British Library of Information (270 Madison Ave., New York City) 
has begun the publication of a selected list of British government documents 
recently published by H. M. Stationery Office. These lists appear in mimeographed 
form. Among the items of economic interest are those related to agriculture and 
fisheries, trade and industry, and economics and social service. 


in the summer of ` 
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The National Public Housing Conference is ee a bulletin on Pwdlic 
Housing Progress (112 E. 19th St., New York City). 


At the meeting of the International Executive Council of the World Power 
Conference held at The Hague on July 17 it was decided to terminate the publica- 
tion of World Survey. 


The Social Science Research ‘Council has announced the award of eight pre- 
doctoral fellowships for graduate study. These fellowships provide $1,000 and 
tuition charges; and fellows are required to devote their full time to graduate 
study in some other institution than that in which they received their under- 
aae training. The closing date for the receipt of applications for 1936-37, is 
March 15, 1936. Inquiries should be addressed to the Social Science Research 
Council, 230 Park Avenue, New York. 

Among the appointments for study in the field of economics for 1935-36 are 
the following: Rollin F. Bennett, Princeton University, for study at Columbia 
University; John D. Gaffey, Ohio State University, for study at Columbia Uni- 
versity; Sara Gamm, Northwestern University, for study at the University of 
Chicago; Michael L. Hoffman, Oberlin College, for study at the University of 
Chicago; Paul A. Samuelson, University of Chicago, for study at Harvard Uni- 
versity. 

The closing dates for receipt of applications for research training ee 
and grants-in-aid of research in the social sciences for 1936-37 offered by the 
Social Science Research Council are December 1, 1935, for pre-doctoral field 
fellowships and post-doctoral research training fellowships, and January 15, 
1936, for grants-in-aid of research. : 


The eighth annual conference of the Southern Economic Association was held 
at Chapel Hill and Durham, North Carolina, November 7-9. Among the papers 
presented were the following: “Sources and Distribution of Income in the 
South,” by E. Z. Palmer, University of Kentucky; “Effect of Southern Tax 
Policies on the Distribution of Income,” by C. P. White, University of Tennes- 
see; “Status and Future of Farm Tenantry,” by C. H. Hamilton, North Carolina 
State College; “Effect of Current International Trade Conditions and Foreign 
Agricultural Development on Southern Agriculture,’ by Abraham Berglund, 
University of Virginia; “Diversification, Subsistence Farming, and Agrarianism,” 
by T. J. Cauley, Georgia School of Technology; ‘Labor Relations in the South,” 
by Robin Hood, Brookings Institute; “Negroes in Southern Industry,” by G. S. 
Mitchell, Columbia University; “The NRA and Industrial Relations in Vir- 
ginia,” by A. B. Pinchback, University of Richmond; ‘The Consumer and Agri- 
cultural Adjustment,” by Calvin Hoover, United States Department of Agricul- 
ture and Duke University; “Controls Exercised through Monetary Policy,” by 
E. J. Hamilton, Duke University; “Controls Exercised through Banking Policy,” 
by H. B. Dolbeare, University of Florida; “Controls Exercised through Public 
Expenditures,” by E. M. Bernstein, University of North Carolina. 


The American Association of Collegiate Schools of Business has elected the 
following officers for the year 1935-36: president, Dean Walter J. Matherly, 
University of Florida; vice-president, Dean Walter C. Weidler, Ohio State 
University; secretary-treasurer, Dean Charles C. Fichtner, University of Arkan- 
sas; executive committee, in addition, Dean Charles L. Raper, Syracuse Univer- 
sity; Dean Charles M. Thompson, University of Illinois. 
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Appointments and Resignations 
Charles W. Allison is instructor in accounting at the University of Utah. 


Albert Abrahamson has been granted an extension of his leave of absence from 
Bowdoin College to serve as director of the WPA in Maine. 


J. Ellwood Amos, formerly instructor in economics in the Johnstown Center ’ 


of the University of Pittsburgh, has been appointed instructor in economics at 
the University of Pittsburgh. 


G. L. Amrhein has been made assistant professor at Wharton School, Univer- 
sity of Pennsylvania. ; 


Willard E. Atkins of New York University taught in the graduate school of 
banking of the A. I. B. at Rutgers University during the summer. 


Herbert von Beckerath, recently of the University of Bonn, is teaching at the 
University of North Carolina during the current year. 


D. M. Beights has been appointed successor to H. W. Gray, professor of 
accounting at the College of Business Administration of the University of 
Florida. 


E. M. Bernstein has been transferred from North Carolina State College of 
Agriculture and Engineering to the University of North Carolina at Chapel Hill 
with the rank of associate professor of economics, 


Roy G. Blakey of the University of Minnesota has been appointed chief of 
the Division of Economic Research of the United States Bureau of Foreign and 
Domestic Commerce. . 


- Henry W. Blalock of the School of Business Administration at the University 
of Arkansas has been promoted to the rank of associate professor of rural eco- 
nomics, - 
E. L. Bogart, head of the department of economics at the University of Illi- 
nois, has been granted leave of absence for the second semester of the academic 
ear for the purpose of collecting material for an economic history of modern 


urope. He expects to divide his time between the Continent and Great Britain. | 


Dean O. Bowman is instructor in economics and political science at Purdue 
University. 


Raymond T. Bowman, assistant professor of economics in the Wharton School, 
is on leave in order to participate in the work of the State Emergency Relief 
Association of Pennsylvania. 


Harry G. Brainard is assistant professor in economics at The Citadel, Charles- . 


ton, South Carolina. 


Paul F. Brissenden is one of the economic advisers of the National Recovery 
Administration. 


. J. Douglas Brown of Princeton University is serving as consultant to the New 
Jersey Social Security Commission now engaged in preparing recommendations 
‘for state coöperation with the Federal Social Security act. 


et 
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D. H. Buchanan has been appointed professor of economics at the University 
of North Carolina, 


Roy J. Bullock has been promoted from the rank of instructor to that of asso- 
ciate in the department of political economy of Johns Hopkins University. 


J. P. Bursk has been promoted to an associate professorship at the Wharton 
School, University. of Pennsylvania. 


Benjamin Caplan, formerly with the National Bureau of Economic Research, 
has been appointed instructor in economics at Ohio State University. 


William J. Carson has been promoted to the rank of associate professor at 
the Wharton School, University of Pennsylvania, and has leave of absence for the 
first term in order that he may continue to serve as executive secretary of the 
Central Statistical Board at Washington. 


John M. Cassels has returned to the department of economics at Harvard 
University as instructor and tutor after a year of study in Europe. 


Melvin G. de Chazeau, associate professor of commerce and business ad- 
ministration at the University of Virginia, has returned for the academic session 
of 1935-36. i 


J. C. Clendenin, formerly of the University of California at Los Angeles and 
economist of the Los Angeles Stock Exchange, has been appointed instructor 
in economics and business administration at the State College of Washington. 


H. E. Cooper has been promoted from the rank of instructor to that of asso- 
ciate in the department of political economy of Johns Hopkins University. 


Morris A. Copeland has returned to the University of Michigan after a leave of 
two years, spent as executive secretary of the Central Statistical Board in Wash- 
ington. 

Virgil D. Cover, has been appointed instructor in economics at the School 
of Business Administration of the University of Arkansas. 


D. J. Cowden has been appointed acting associate professor of economics at 
the University of North Carolina, where he succeeds W. F. Ferger. 


Revis Cox, formerly of Columbia University, has been appointed associate 
professor of marketing in the Wharton School, University of Pennsylvania, and 
is serving this year as chairman of the department of marketing. 


John B. Crane has returned to the department of economics at Harvard Uni- 
versity as instructor and tutor after a year as a Social Science Research Fellow. 


Mary M. Crawford has been appointed assistant in economics and sociology 
at Barnard College. 


W. Rex Crawford has been promoted to an associate professorship at the 
Wharton School, University of Pennsylvania. 


W. R. Curtis of the University of Illinois has been appointed to the staff of 
the department of economics at the University of ama. 


Edward G. Daniel is an instructor and tutor in the department of economics 
at Harvard University. . 
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Noobar R. Danielian of the department of economics at Harvard University 
is financial and utility expert of the Federal Communications Commission. 


Malcolm M. Davisson has beer: promoted to the rank of assistant professor of 
economics at the University of California, Berkeley. 


Ralph L. Dewey has resigned from the department of economics of Ohio 
State University to take charge of transportation statistics for the Census of 
Business of the United States Bureau of the Census. 


James C. Dolley has been promoted from the rank of associate professor to 
that of professor of banking and investments in the University of Texas. 


Paul H. Douglas of the University of Chicago is in Europe until the spring 
of 1936. 


Wiliam M. Duffus has resigned as economist for the United States Tariff 
Commission to return to his duties as professor of business finance at Ohio 
State University. 


Walter Egle of the University of Kiel has been appointed professor of eco- 
nomics at Rockford College. 


Howard S. Ellis has returned to the University of Michigan as associate pro- 
fessor after a leave of two years on a Social Science Research Fellowship in 
Vienna, where he carried on research in exchange control. 


G. Heberton Evans, Jr., has been promoted from the rank of associate to 
associate professor in the department of political economy of Johns Hopkins 
University. - 


John B. Ewing has returned to his regular duties on the economics faculty 
at the University of Oklahoma after serving as State NRA Labor Compliance 
Officer in Oklahoma and as WPA Supervisor of Labor Management. 


E. D. Fagan of the department of economics at Stanford University is spending 
his sabbatical year in research and study at Harvard University. 


William E. Folz has been appointed assistant professor of business administra- 
tion at the University of Idaho. 


Morris E. Garnsey is an instructor.and tutor in the department of economics 
at Harvard University. 


Wilson Gee, professor of rural economics at the University of Virginia, gave 
courses in this subject during the = summer at the New York State Teachers 
College in Buffalo. 


E. A. Gilmore, Jr., instructor in-economics at the University of Southern Cali- 
fornia, has been appointed assistant professor of economics at the University 
of Nebraska. 


W. H. Glasson has resumed his duties as chairman of the economics depart- 
ment at Duke University. 


Erwin Graue has been promoted to a full professorship in the pee of 
economics at the University of Idaho. 


it~ 
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A. F. Halterman, formerly of the accounting staff of the University of Cali- 
fornia and St. Mary’s College, Oakland, is instructor in business administration 
at the State College of Washington. 


A. H. Hansen, who has been in the Trade Agreement Section of the State 
Department oe the past year, has resumed his duties at the University of 
Minnesota. 


H. Gordon Hayes has returned to Ohio State University from service as chief 
of the division of economic research of the United States Bureau of Foreign and 
Domestic Commerce. 


Leo C. Haynes has been promoted from an cera to an assistant 
professorship in business administration at the University of 


J. Edward Hedges has joined the staff of the department of economics at 
Emory University. 


Richard B. Heflebower, associate professor of economics at the State College 
of Washington, has been named acting director of the School of Business Ad- 
ministration at that institution. 


W. R. Hockenberry has been promoted to an associate professorship at the 
Wharton School, University of Pennsylvania. 


John A. Hogan, of the University of Washington and editor of the Labor In- 
formation Bulletin of the United States Bureau of Labor Statistics, is an instructor 
in economics at the University of Denver. 


Grenville R. Holden is an instructor and tutor in the department of economics 
at Harvard University 


Paul T. Homan has returned to the department of economics at Cornell Uni- 
versity after an absence of two years spent at the Brookings Institution. 


Calvia B. Hoover has left his position as Consumers’ Counsel of the Agri- 
cultural Adjustment. Administration to return to his duties as professor of eco- 
nomics at Duke University. 


George Hunsber sper, who held a joint fellowship from the University of Vir- 

ginia and the Brookings Institution during the academic year 1934-35, has been 

pre instructor in the School of Business Administration at the Vivera 
Arkansas. 


Asher Isaacs has been promoted to the rank of associate rofessor of economics 
at the School of Business Administration, University of Pittsburgh. 


Clifford L. James resigned from his position with the United States Tariff 
Commission to resume his duties with the department of economics at Ohio 
State University. 


F, Cyril James has been promoted to a full professorship of finance at the 
University of Pennsylvania. 


Edward G. Keith is an instructor and tutor in the department of economics at 
Harvard University. 
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Lester Kellogg has resigned his position at the University of Buffalo to be- 
come an assistant a of statistics in the department of business organiza- 
tion at Ohio State University. 


M. Slade Kendrick has returned to the department of economics at Cornell 
University after a year and a half as chief of the Ways and Means Section of 
the AAA. l i 


Charles J. Kiernan has been promoted to the rank of associate professor of 
economics in the School of Commerce, St. John’s University, Brooklyn, New 
York. : . be ae aa i 


C. Arthur Kulp, professor of insurance at the Wharton School, University of 
Pennsylvania, has been granted leave of absence to serve as assistant director of 
the Committee on Economic Security, which is making a study under the auspices 
of the Social Science Research Council. 


Russell C. Larcom has been appointed instructor in the department of eco- 
nomics at Massachusetts State College. 


Joseph N. Leinbach has been appointed instructor in economics at the Johns- 
town pa of the University of Pittsburgh. 


L. J. Long, for several years a member of the staff of the department of 
economics at the University of Illinois, is teaching at Allegheny College. 


W. N. Loucks has been promoted to an associate professorship at the Wharton 
School, University of Pennsylvania. 


Leslie Lovass, formerly with the Brookings Foundation at Washington, is 
now with the United States Tariff Commission. 


Samuel J. Lukens, instructor in economics at the University of Pittsburgh, has 
been granted a year’s leave of absence to continue his graduate work at the 
University of Michigan. l 

George K. McCabe has resigned as assistant ra of economics at the 


University of Pittsburgh to become associate professor of economics and acting 
head of the department at the Catholic University. 


George A. MacFarland has been promoted to a full professorship of finance 
at the University of Pennsylvania. 


C. Ward Macy of Coe College, is on leave of absence for the year 1935-36, 
serving as visiting professor of economics at the University of Florida. 


James D. Magee of New York University visited Norway and Sweden during 
the summer to study the recovery in those countries for the Brookings Institution. 


F. R. E. Mauldon of the University of Melbourne has been appointed to the 
chair of economics in the Tasmanian University and economic adviser to the 
Tasmanian government. 


Lewis Maverick, associate professor of economics, has been epee chair- 
man of the department of economics in the University of California at Los 
Angeles. 


\ 
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Charles H. Maxson has resigned from the faculty at Wharton School, Uni- 
versity of Pennsylvania. 


John Perry Miller has been appointed instructor in the department of eco- 
nomics and social institutions at Princeton University. 


Donald E. Montgomery, assistant director of the Consumers’ Counsel Division, 
succeeds Dr. Calvin B. Hoover as Consumers’ Counsel of the Agricultural Ad- 
justment Administration. 

James C. Nelson, who was last year acting assistant professor of commerce 
and business administration at the University of Nes an has accepted a position 
in the transportation division of the Department of Public Service of the State 
of Washington. 


A. J. Nichol has resumed his duties at Duke University after a year’s leave as 
Sterling Fellow in economics at Yale University. 


C. Rollin Niswonger has resigned as instructor of accounting at the State Col- 
lege of Washington to become assistant professor of accounting at Miami Uni- 
versity. 


Howard S. Noble has been To dean of the newly established College 
of Commerce at the University of California at Los Angeles. 


Lawrence Pasel, assistant professor of economics at St. Lawrence University, 
has been granted a leave of absence to accept a position with the Resettlement 
Administration in Washington, D.C. 


Ernest F. Penrose of the Food Research Institute, Stanford University, has 
been added to the staff at the University of California, Berkeley, as lecturer in 
economics, 


J. C. Pettee of the University of Illinois has been appointed instructor in 
economics at West Virginia University. 


Robert B. Pettengill has resigned as acting instructor in economics at Stanford 
University and has accepted the position of assistant professor of economics at 
the University of Southern California. 


W. C. Plummer of the Wharton School, University of Pennsylvania, is serving 
as assistant to the director of the Works Progress Administration. 


Spencer D. Pollard is instructor and tutor in the department of economics at 
Harvard University. 


Claude E. Puffer, formerly with the National Power Survey, has been ap- 
pointed instructor in economics at the University of Pittsburgh. 


B. U. Ratchford of Duke University has been promoted to the rank of as- 
sistant professor of economics. During the past summer he served as agricultural 
economist, Consumers’ Counsel, in the Agricultural Adjustment Administration. 


hei E. Reeve of the University of Chicago has been appointed instructor 
at Carleton College. 
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Lloyd P. Rice has returned to his teaching at Dartmouth College after spend- ` 


ing the past year with the Economics Division of the United States Tariff 
Commission. 


John W. Riley, Jr., of Marietta College is E in the department of 
economics and sociology at Wellesley College. 


Roderick H. Riley has resigned from the Trade Practice Studies Section of 
the NRA Division of Review to accept an appointment as assistant professor of 
economics at the University of Texas. 


Robert Schultz is associate professor of business smiletation at Roanoke 
College. 


Harty L. Severson, research assistant at the University of Chicago, has been 
appointed: associate professor of economics at the Municipal University of 
maha. 


Carl S. Shoup is serving as director of a survey of taxes in the United ii a 
study being made under the auspices of the Twentieth Century Fund. 


Casimir A. Sienkiewicz has been appointed a lecturer in finance pro tem at 
the Wharton School, University of Pennsylvania. 


C. Aubrey Smith has returned to his position as associate professor of account- 
ing at the University of Texas. 


Donald M. Smith of the University of Chicago has been appointed instructor in 
economics at Morningside College, Sioux City, Iowa. | 


Raymond F. Smith of the University of Illinois is teaching general economics 
at Loyola University. 


Frank A. Southard, Jr., has returned to the department of economics at Cornell 
University after a year’s leave of absence, part of which was sptat completing 


a collaborative study of Canadian-American industry for the Carnegie Endow- l 


ment and part with the United States Tarif Commission. 
A. Eugene Staley has resumed his work at the University of Chicago der a 


year spent at the Institute Universitaire de Hautes Etudes Internationales at 


Cen and in travel in Europe. 


H. Louise Stitt has resigned from the department of economics at Ohio State 
University to accept a position with the minimum wage division of the Women’s 
Bureau of the United States Department of Labor. 


Craig T. Stockdale has been appointed instructor in economics at Cornell 
University. 


John R. Stockton has been appointed assistant professor of business adminis- 
tration at the University of Texas. 


Hurford E, Stone has been appointed assistant processor of economics at the 
University of California at Los Angeles. 


Roland Stucki of Stanford University is teaching EA courses in eco- 
nomics and statistics at the University of Utah. 
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Sidney C. Sufrin,* formerly economist for the labor inventory section of - 
F.E.R.A., has been appointed instructor in economics at Ohio State Univers: 


S. B. Sweeney of tne Wharton School, University of Pennsylvania, is servi 
as assistant to the director of the Works Progress Administration. 


Overton H. Taylor is an assistant professor in the department of econom 
at Harvard University. 


David J. Teviotdale, associate professor of transportation at the Univers 
of Kansas, has been granted an extension of leave to serve as assistant director 
the Kansas State Planning Board. 


Cecil Tilton, associate professor at Connecticut State College, is spending |} 
sabbatical leave in Japan, Manchuria and China. 


Lawrence W. Towle has resigned from his position at Colgate University 
accept an associate professorship in economics at Lawrence College. 


Glen R. Treanor of the University of Minnesota will assist the United Stat 
Tariff Commission in connection with its trade agreement work. 


Mary B. Treudley of the department of economics and sociology at Wellesk 
College is on leave during the present year. 


-Leslie T. Tupy, associate professor of ee: at the University of Kansa 
contifiues on leave during 1935-36 to serve on the legal and accounting sta 
of the Kansas Corporation Commission. | 


Arthur P. L. Turner has been appointed instructor in economics at Bowdoi 
College. | 


F. W. Tutt’: has resigned as head of the department of economics and bus 
ness administration at Southwestern College, Winfield, Kansas, to become a: 


. sistant professor of economics in the College of Business Administration at th 


University of Florida. 


Lyder L. Unstad of Ohio State University is head of the department of ecc 
nomics at Alma College. 


Arthur Upgren, who has been in the Trade Agreement Section of the Stat 
Department, has returned to the University of Minnesota. 


Clarence L. Wan Sickle has been promoted to the rank of associate professo 
of accounting at the School of Business Administration, University of Pittsburgh 


Eugene Vinogradoff has been appointed instructor in economics at the Eric 
Center of the University of Pittsburgh. ` 


Victor E. Vraz of the College of Business Administration, University of Ne 
braska, has resigned to accept a position in the United States Department of 
Commerce. 


Frank Traver deVyver of Princeton University has been appointed instructos 
in the department of economics and business administration at Duke University. 
During the summer Dr. deVyver taught at the University of North Carolina. 
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Dilworth Walker, professor of economics at the University of Utah, is giving 
part of his time to the Planning Board of the State of Utah. 


Robert F. Wallace has been appointed assistant instructor in economics at the 
University of Kansas. ° | : 


Clark Warburton is now with the Federal Deposit Insurance Corporation, 
Washington, D.C. 


W. E. Warrington has been made an assistant professor at the Wharton School, 
University of Pennsylvania. 


Arthur M. Weimer, formerly of Alma College and recently with the Federal 
Housing -Administration, has been appointed associate professor of economics 
at the Georgia School of Technology. 


_ Carl J. Whelan, formerly of Princeton University, is now with the United 
States Tariff Commission. 


Horace G. White, Jr., has resigned as instructor in economics at Cornell Uni- 


versity to accept an appointment as assistant to Dr. Jacob Feis, Economic Adviser 
of the State Department. ` 


Robert Alan White has been oe to an instructorship in the School of 
Business Administration at the Untversity of Texas. 


F. S. Wilder has been appointed instructor in economics at the University 
of North Carolina. 


Brayton F. Wilson is an instructor and tutor in the department of economics at 
Harvard University. 


J. P. Wilson has resigned from the College of Business Administration at the 
University of Florida to accept a position with the Southeastern Division of the 
Resettlement Administration. 


Parker B. Willis is assistant professor in the department of economics at the 
University of Vermont. 


H. D. Wolf has resumed his work in labor economics at the University of 
North Carolina, following a leave of absence as regional labor adviser under the 
Works Progress Administration. 


Donald R. Young has been promoted to a full professorship at the University 
of Pennsylvania. - 


